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AUTHORITY: 16 U.S.C. 3101 et seq.; 30 U.S.C.
181 et seq., 301-306, 351-359, and 601 et seq.; 31
U.S.C. 9701; 40 U.S.C. 471 et seq.; 42 U.S.C.
6508; 43 U.S.C. 1701 et seq.; and Pub. L. 97-35,
95 Stat. 357.

SOURCE: 48 FR 33659, July 22, 1983, unless
otherwise noted.

Subpart 3000—General

§3000.0-5 Definitions.

As used in Groups 3000 and 3100 of
this title, the term:

(a) Gas means any fluid, either com-
bustible or noncombustible, which is
produced in a natural state from the
earth and which maintains a gaseous
or rarefied state at ordinary tempera-
tures and pressure conditions.

(b) Oil means all nongaseous hydro-
carbon substances other than those
substances leasable as coal, oil shale or
gilsonite (including all vein-type solid
hydrocarbons).

(c) Secretary means the Secretary of
the Interior.

(d) Director means the Director of the
Bureau of Land Management.

(e) Authorized officer means any em-
ployee of the Bureau of Land Manage-
ment authorized to perform the duties
described in Group 3000 and 3100.

(f) Proper BLM office means the Bu-
reau of Land Management office hav-

ing jurisdiction over the lands subject
to the regulations in Groups 3000 and
3100, except that all oil and gas lease
offers, and assignments or transfers for
lands in Alaska shall be filed in the
Alaska State Office, Anchorage, Alas-
ka.

(See §1821-2-1 of this title for office lo-
cation and area of jurisdiction of Bu-
reau of Land Management offices.)

(g) Public domain lands means lands,
including mineral estates, which never
left the ownership of the United States,
lands which were obtained by the
United States in exchange for public
domain lands, lands which have re-
verted to the ownership of the United
States through the operation of the
public land laws and other lands spe-
cifically identified by the Congress as
part of the public domain.

(h) Acquired lands means lands which
the United States obtained by deed
through purchase or gift, or through
condemnation proceedings, including
lands previously disposed of under the
public land laws including the mining
laws.

(i) Anniversary date means the same
day and month in succeeding years as
that on which the lease became effec-
tive.

(j) Act means the Mineral Leasing
Act of 1920, as amended and supple-
mented (30 U.S.C. 181 et seq.).

(k) Party in interest means a party
who is or will be vested with any inter-
est under the lease as defined in para-
graph (1) of this section. No one is a
sole party in interest with respect to
an application, offer, competitive bid
or lease in which any other party has
an interest;

(1) Interest means ownership in a lease
or prospective lease of all or a portion
of the record title, working interest,
operating rights, overriding royalty,
payments out of production, carried in-
terests, net profit share or similar in-
strument for participation in the ben-
efit derived from a lease. An interest
may be created by direct or indirect
ownership, including options. Interest
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does not mean stock ownership, stock-
holding or stock control in an applica-
tion, offer, competitive bid or lease, ex-
cept for purposes of acreage limita-
tions in §3101.2 of this title and quali-
fications of lessees in subpart 3102 of
this title.

(m) Surface managing agency means
any Federal agency outside of the De-
partment of the Interior with jurisdic-
tion over the surface overlying feder-
ally-owned minerals.

(n) Service means the Minerals Man-
agement Service.

(0) Bureau means the Bureau of Land
Management.

[48 FR 33659, July 22, 1983, as amended at 49
FR 2113, Jan. 18, 1984; 53 FR 17351, May 16,
1988; 53 FR 22835, June 17, 1988]

§3000.1 Nondiscrimination.

Any person acquiring a lease under
this chapter shall comply fully with
the equal opportunity provisions of Ex-
ecutive Order 11246 of September 24,
1965, as amended, and the rules, regula-
tions and relevant orders of the Sec-
retary of Labor (41 CFR part 60 and 43
CFR part 17).

§3000.2 False statements.

Under the provisions of 18 U.S.C. 1001,
it is a crime punishable by 5 years im-
prisonment or a fine of up to $10,000, or
both, for any person knowingly and
willfully to submit or cause to be sub-
mitted to any agency of the United
States any false or fraudulent state-
ment(s) as to any matter within the
agency’s jurisdiction.

§3000.3 Unlawful interests.

No member of, or delegate to, Con-
gress, or Resident Commissioner, and
no employee of the Department of the
Interior, except as provided in 43 CFR
part 20, shall be entitled to acquire or
hold any Federal lease, or interest
therein. (Officer, agent or employee of
the Department—see 43 CFR part 20;
Member of Congress—see R.S. 3741; 41
U.S.C. 22; 18 U.S.C. 431-433.)

§3000.4 Appeals.

Except as provided in §§3101.7-3(b),
3120.1-3, 3165.4, and 3427.2 of this title,
any party adversely affected by a deci-
sion of the authorized officer made pur-
suant to the provisions of Group 3000 or

§3000.8

Group 3100 of this title shall have a
right of appeal pursuant to part 4 of
this title.

[63 FR 22835, June 17, 1988]

§3000.5 Limitations on time to insti-
tute suit to contest a decision of the
Secretary.

No action contesting a decision of
the Secretary involving any oil or gas
lease, offer or application shall be
maintained unless such action is com-
menced or taken within 90 days after
the final decision of the Secretary re-
lating to such matter.

§3000.6 Filing of documents.

All necessary documents shall be
filed in the proper BLM office. A docu-
ment shall be considered filed when it
is received in the proper BLM office
during regular business hours (see
§1821.2 of this title).

§3000.7 Multiple development.

The granting of a permit or lease for
the prospecting, development or pro-
duction of deposits of any one mineral
shall not preclude the issuance of other
permits or leases for the same lands for
deposits of other minerals with suit-
able stipulations for simultaneous op-
eration, nor the allowance of applica-
ble entries, locations or selections of
leased lands with a reservation of the
mineral deposits to the United States.

§3000.8 Management of Federal min-
erals from reserved mineral estates.

Where nonmineral public land dis-
posal statutes provide that in convey-
ances of title all or certain minerals
shall be reserved to the United States
together with the right to prospect for,
mine and remove the minerals under
applicable law and regulations as the
Secretary may prescribe, the lease or
sale, and administration and manage-
ment of the use of such minerals shall
be accomplished under the regulations
of Groups 3000 and 3100 of this title.
Such mineral estates include, but are
not limited to, those that have been or
will be reserved under the authorities
of the Small Tract Act of June 1, 1938,
as amended (43 U.S.C. 682(b)) and the
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Federal Land Policy and Management
Act of 1976 (43 U.S.C. 1701 et seq.).

[563 FR 17351, May 16, 1988]

§3000.9 Enforcement.

Provisions of section 41 of the Act
shall be enforced by the United States
Department of Justice.

[63 FR 22835, June 17, 1988]

§3000.10 What do I need to know
about fees in general?

(a) Setting fees. Fees may be statu-
torily set fees, relatively nominal fil-
ing fees, or processing fees intended to
reimburse BLM for its reasonable proc-
essing costs. For processing fees, BLM
takes into account the factors in Sec-
tion 304 (b) of the Federal Land Policy
and Management Act of 1976 (FLPMA)
(43 U.S.C. 1734(b)) before deciding a fee.
BLM considers the factors for each
type of document when the processing
fee is a fixed fee and for each individual
document when the fee is decided on a
case-by-case Dbasis, as explained in
§3000.11.

(b) Conditions for filing. BLM will not
accept a document that you submit
without the proper filing or processing
fee amounts except for documents
where BLM sets the fee on a case-by-
case basis. Fees are not refundable ex-
cept as provided for case-by-case fees
in §3000.11. BLM will keep your fixed
filing or processing fee as a service
charge even if we do not approve your
application or you withdraw it com-
pletely or partially.

(c) Periodic adjustment. We will peri-
odically adjust fees established in this
subchapter according to change in the
Implicit Price Deflator for Gross Do-
mestic Product, which is published
quarterly by the U.S. Department of
Commerce. Because the fee recalcula-
tions are simply based on a mathe-
matical formula, we will change the
fees in final rules without opportunity
for notice and comment.

(d) Timing of fee applicability. (1) For a
document BLM receives before Novem-
ber 7, 2005, we will not charge a fixed
fee or a case-by-case fee under this sub-
chapter for processing that document,
except for fees applicable under then-
existing regulations.

43 CFR Ch. Il (10-1-11 Edition)

(2) For a document BLM receives on
or after November 7, 2005, you must in-
clude required fixed fees with docu-
ments you file, as provided in
§3000.12(a) of this chapter, and you are
subject to case-by-case processing fees
as provided in §3000.11 of this chapter
and under other provisions of this
chapter.

[70 FR 58872, Oct. 7, 2005, as amended at 72 FR
50886, Sept. 5, 2007]

§3000.11 When and how does BLM
charge me processing fees on a
case-by-case basis?

(a) Fees in this subchapter are des-
ignated either as case-by-case fees or
as fixed fees. The fixed fees are estab-
lished in this subchapter for specified
types of documents. However, if BLM
decides at any time that a particular
document designated for a fixed fee
will have a unique processing cost,
such as the preparation of an Environ-
mental Impact Statement, we may set
the fee under the case-by-case proce-
dures in this section.

(b) For case-by-case fees, BLM meas-
ures the ongoing processing cost for
each individual document and con-
siders the factors in Section 304(b) of
FLPMA on a case-by-case basis accord-
ing to the following procedures:

(1) You may ask BLM’s approval to
do all or part of any study or other ac-
tivity according to standards BLM
specifies, thereby reducing BLM’s costs
for processing your document.

(2) Before performing any case proc-
essing, we will give you a written esti-
mate of the proposed fee for reasonable
processing costs after we consider the
FLPMA Section 304(b) factors.

(3) You may comment on the pro-
posed fee.

(4) We will then give you the final es-
timate of the processing fee amount
after considering your comments and
any BLM-approved work you will do.

(i) If we encounter higher or lower
processing costs than anticipated, we
will re-estimate our reasonable proc-
essing costs following the procedure in
paragraphs (b)(1), (b)(2), (b)(3) and (b)(4)
of this section, but we will not stop on-
going processing unless you do not pay
in accordance with paragraph (b)(5) of
this section.
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(ii) If the fee you would pay under
this paragraph (b)(4) is less than BLM’s
actual costs as a result of consider-
ation of the FLPMA Section 304(b) fac-
tors, and we are not able to process
your document promptly because of
the unavailability of funding or other
resources, you will have the option to
pay BLM’s actual costs to process your
document. This will enable BLM to
process your document sooner.

(iii) Once processing is complete, we
will refund to you any money that we
did not spend on processing costs.

(5)(1) We will periodically estimate
what our reasonable processing costs
will be for a specific period and will bill
you for that period. Payment is due to
BLM 30 days after you receive your
bill. BLM will stop processing your
document if you do not pay the bill by
the date payment is due.

(ii) If a periodic payment turns out to
be more or less than BLM’s reasonable
processing costs for the period, we will
adjust the next billing accordingly or
make a refund. Do not deduct any
amount from a payment without our
prior written approval.

(6) You must pay the entire fee before
we will issue the final document.

(7) You may appeal BLM’s estimated
processing costs in accordance with the
regulations in part 4, subpart E, of this

§3000.12

title. You may also appeal any deter-
mination BLM makes under paragraph
(a) of this section that a document des-
ignated for a fixed fee will be processed
as a case-by-case fee. We will not proc-
ess the document further until the ap-
peal is resolved, in accordance with
paragraph (b)(5)(i) of this section, un-
less you pay the fee under protest
while the appeal is pending. If the ap-
peal results in a decision changing the
proposed fee, we will adjust the fee in
accordance with paragraph (b)(5)(ii) of
this section.

[70 FR 58872, Oct. 7, 2005]

§3000.12 What is the fee schedule for
fixed fees?

(a) The table in this section shows
the fixed fees that you must pay to the
BLM for the services listed for Fiscal
Year 2012. These fees are nonrefundable
and must be included with documents
you file under this chapter. Fees will
be adjusted annually according to the
change in the Implicit Price Deflator
for Gross Domestic Product (IPD-GDP)
by way of publication of a final rule in
the FEDERAL REGISTER and will subse-
quently be posted on the BLM Web site
(http://www.blm.gov) before October 1
each year. Revised fees are effective
each year on October 1.

FY 2012 PROCESSING AND FILING FEE TABLE

Document/action FY 2012 Fee
Oil & Gas (parts 3100, 3110, 3120, 3130, 3150)
Noncompetitive lease application .............. $380
Competitive lease application . 150
Assignment and transfer of record title or operating rights 85
Overriding royalty transfer, payment out of production .. 10
Name change, corporate merger or transfer to heir/devisee 200
Lease consolidation . 420
Lease renewal or exchange .. 380
Lease reinstatement, Class | ... 75
Leasing under right-of-way .... 380
Geophysical exploration permit application—Alaska ...... 25
Renewal of exploration permit—Alaska ... 25
Geothermal (part 3200)
Noncompetitive lease application .............. 380
Competitive lease application . 150
Assignment and transfer of record title or operating rights 85
Name change, corporate merger or transfer to heir/devisee 200
Lease consolidation . 420
Lease reinstatement ............. 75
Nomination of lands 105
plus per acre nomination fee .. 0.11
Site license application ........... 55
Assignment or transfer of site license ........ 55
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FY 2012 PROCESSING AND FILING FEE TABLE—Continued

Document/action

‘ FY 2012 Fee

Coal (parts 3400, 3470)

License to mine application .... 10
Exploration license application . 315
Lease or lease interest transfer ... 65
Leasing of Solid Minerals Other Than Coal and Oil Shale (parts 3500, 3580)
Applications other than those listed below . 35
Prospecting permit application amendment 65
Extension of prospecting permit 105
Lease modification or fringe acreage lease 30
Lease renewal ..... 490
Assignment, sublease, or transfer of operatlng rights ... 30
Transfer of overriding royalty .. 30
Use permit ......... 30
Shasta and Trinity hardrock mlneral Iease . . . 30
Renewal of existing sand and gravel lease in Nevada e et nenean 30
Multiple Use; Mining (part 3730)
Notice of protest of placer mining Operations .............cccccuciiiiiiiiiici e 10
Mining Law Administration (parts 3800, 3810, 3830, 3850, 3860, 3870)

Application to open lands to location .......... 10
Notice of location* 15
Amendment of location .......... 10
Transfer of mining clalm/sne 10
Recording an annual FLPMA filing ............. 10
Deferment of ment work 105

30

Recording a notice of intent to locate mlnlng claims on Stockralsmg Homestead Acl lands .

Mineral patent adjudication ...

2,875 (more than 10 claims)

1,440 (10 or fewer claims)

AQVEISE ClAIM ... 105
PrOtEST ..o 65
Oil Shale Management (parts 3900, 3910, 3930)

Exploration license application 300
Application for assignment or sublease of record tltle or overrldlng royalty 60

*To record a mining claim or site location, you must pay this processing fee along with the initial maintenance fee and the

one-time location fee required by statute. 43 CFR part 3833.

(b) The amount of a fixed fee is not
subject to appeal to the Interior Board
of Land Appeals pursuant to part 4,
subpart E, of this title.

[70 FR 58873, Oct. 7, 2005, as amended at 72 FR
24400, May 2, 2007; 72 FR 50886, Sept. 5, 2007,
73 FR 54720, Sept. 23, 2008; 74 FR 7193, Feb. 13,
2009; 74 FR 49334, Sept. 28, 2009; 75 FR 55682,
Sept. 14, 2010; 76 FR 59062, Sept. 23, 2011]

PART 3100—OIL AND GAS LEASING

Subpart 3100—O0il and Gas Leasing:
General

Sec.

3100.0-3 Authority.

3100.0-5 Definitions.

3100.0-9 Information collection.
3100.1 Helium.

3100.2 Drainage.

3100.2-1 Compensation for drainage.

3100.2-2 Drilling and production or payment
of compensatory royalty.

3100.3 Options.

3100.3-1 Enforceability.

3100.3-2 Effect of option on acreage.

3100.3-3 Option statements.

3100.4 Public availability of information.

Subpart 3101—lIssuance of Leases

3101.1 Lease terms and conditions.

3101.1-1 Lease form.

3101.1-2 Surface use rights.

3101.1-3 Stipulations and information no-
tices.

3101.1-4 Modification or
terms and stipulations.

3101.2 Acreage limitations.

3101.2-1 Public domain lands.

3101.2-2 Acquired lands.

3101.2-3 Excepted acreage.

3101.2-4 Excess acreage.

waiver of lease
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3101.2-5 Computation.

3101.2-6 Showing required.

3101.3 Leases within unit areas.

3101.3-1 Joinder evidence required.

3101.3-2 Separate leases to issue.

3101.4 Lands covered by application to close
lands to mineral leasing.

3101.5 National Wildlife
lands.

3101.5-1 Wildlife refuge lands.

3101.5-2 Coordination lands.

3101.5-3 Alaska wildlife areas.

3101.5-4 Stipulations.

3101.6 Recreation and public purposes lands.

3101.7 Federal lands administered by an
agency outside of the Department of the
Interior.

3101.7-1 General requirements.

3101.7-2 Action by the Bureau of Land Man-
agement.

3101.7-3 Appeals.

3101.8 State’s or charitable organization’s
ownership of surface overlying Feder-
ally-owned minerals.

Refuge System

Subpart 3102—Qualifications of Lessees

3102.1
3102.2
3102.3

Who may hold leases.

Aliens.

Minors.

3102.4 Signature.

3102.5 Compliance, certification of compli-
ance and evidence.

3102.5-1 Compliance.

3102.5-2 Certification of compliance.

3102.5-3 Evidence of compliance.

Subpart 3103—Fees, Rentals and Royalty

3103.1 Payments.

3103.1-1 Form of remittance.

3103.1-2 Where submitted.

3103.2 Rentals.

3103.2-1 Rental requirements.

3103.2-2 Annual rental payments.

3103.3 Royalties.

3103.3-1 Royalty on production.

3103.3-2 Minimum royalties.

3103.4 Production incentives.

3103.4-1 Royalty reductions.

3103.4-2 Stripper well royalty reductions.

3103.4-3 Heavy oil royalty reductions.

3103.4-4 Suspension of operations
production.

Subpart 3104—Bonds

Bond obligations.

Lease bond.

Statewide and nationwide bonds.
Unit operator’s bond.

Increased amount of bonds.
Where filed and number of copies.
Default.

Termination of period of liability.

and/or

3104.1
3104.2
3104.3
3104.4
3104.5
3104.6
3104.7
3104.8

Pt. 3100

Subpart 3105—Cooperative Conservation
Provisions

3105.1 Cooperative or unit agreement.

3105.2 Communitization or drilling agree-
ments.

3105.2-1 Where filed.

3105.2-2 Purpose.

3105.2-3 Requirements.

3105.3 Operating, drilling or development
contracts.

3105.3-1 Where filed.

3105.3-2 Purpose.

3105.3-3 Requirements.

3105.4 Combination for joint operations or
for transportation of oil.

3105.4-1 Where filed.

3105.4-2 Purpose.

3105.4-3 Requirements.

3105.4-4 Rights-of-way.

3105.5 Subsurface storage of oil and gas.

3105.5-1 Where filed.

3105.5-2 Purpose.

3105.5-3 Requirements.

3105.5-4 Extension of lease term.

3105.6 Consolidation of leases.

Subpart 3106—Transfers by Assignment,
Sublease or Otherwise

3106.1 Transfers, general.

3106.2 Qualifications of transferees.

3106.3 Filing fees.

3106.4 Forms.

3106.4-1 Transfers of record title and of op-
erating rights (subleases).

3106.4-2 Transfers of other interests, includ-
ing royalty interests and production pay-
ments.

3106.4-3 Mass transfers.

3106.5 Description of lands.

3106.6 Bonds.

3106.6-1 Lease bond.

3106.6-2 Statewide/nationwide bond.

3106.7 Approval of transfer.

3106.7-1 Failure to qualify.

3106.7-2 If I transfer my lease, what is my
continuing obligation?

3106.7-3 Lease account status.

3106.7-4 Effective date of transfer.

3106.7-5 Effect of transfer.

3106.7-6 If I acquire a lease by an assign-
ment or transfer, what obligations do I
agree to assume?

3106.8 Other types of transfers.

3106.8-1 Heirs and devisees.

3106.8-2 Change of name.

3106.8-3 Corporate merger.

Subpart 3107—Continuation, Extension or
Renewal

3107.1 Extension by drilling.

3107.2 Production.

3107.2-1 Continuation by production.
3107.2-2 Cessation of production.
3107.2-3 Leases capable of production.

333



§3100.0-3

3107.3 Extension for terms of cooperative or
unit plan.

3107.3-1 Leases committed to plan.

3107.3-2 Segregation of leases committed in
part.

3107.3-3 20-year lease or any renewal there-
of.

3107.4 Extension by elimination.

3107.56 Extension of leases segregated by as-
signment.

3107.5-1 Extension after discovery on other
segregated portions.

3107.5-2 TUndeveloped parts of leases in their
extended term.

3107.5-3 Undeveloped parts
leases.

3107.6 Extension of reinstated leases.

3107.7 Exchange leases: 20-year term.

3107.8 Renewal leases.

3107.8-1 Requirements.

3107.8-2 Application.

3107.8-3 Approval.

3107.9 Other types.

3107.9-1 Payment of compensatory royalty.

3107.9-2 Subsurface storage of oil and gas.

of producing

Subpart 3108—Relinquishment,
Termination, Cancellation

3108.1 As a lessee,
lease?

3108.2 Termination by operation of law and
reinstatement.

3108.2-1 Automatic termination.

3108.2-2 Reinstatement at existing rental
and royalty rates: Class I reinstate-
ments.

3108.2-3 Reinstatement at higher rental and
royalty rates: Class II reinstatements.
3108.2-4 Conversion of unpatented oil placer

mining claims: Class III reinstatements.

3108.3 Cancellation.

3108.4 Bona fide purchasers.

3108.5 Waiver or suspension of lease rights.

may I relinquish my

Subpart 3109—Leasing Under Special Acts

3109.1 Rights-of-way.

3109.1-1 Generally.

3109.1-2 Application.

3109.1-3 Notice.

3109.1-4 Award of lease or compensatory
royalty agreement.

3109.1-5 Compensatory royalty agreement
or lease.

3109.2 TUnits of the National Park System.

3109.2-1 Authority to lease. [Reserved]

3109.2-2 Area subject to lease. [Reserved]

3109.3 Shasta and Trinity Units of the
Whiskeytown-Shasta-Trinity National
Recreation Area.

AUTHORITY: 30 U.S.C. 189 and 359; 43 U.S.C.
1732(b), 1733, and 1740; and the Energy Policy
Act of 2005 (Pub. L. 109-58).

SOURCE: 48 FR 33662, July 22, 1983, unless
otherwise noted.

43 CFR Ch. Il (10-1-11 Edition)

Subpart 3100—Onshore Oil and
Gas Leasing: General

§3100.0-3 Authority.

(a) Public domain. (1) Oil and gas in
public domain lands and lands returned
to the public domain under section 2370
of this title are subject to lease under
the Mineral Leasing Act of 1920, as
amended and supplemented (30 U.S.C.
181 et seq.), by acts, including, but not
limited to, section 1009 of the Alaska
National Interest Lands Conservation
Act (16 U.S.C. 3148).

(2) Exceptions. (i) Units of the Na-
tional Park System, including lands
withdrawn by section 206 of the Alaska
National Interest Lands Conservation
Act, except as provided in paragraph
(2)(4) of this section;

(ii) Indian reservations;

(iii) Incorporated cities, towns and
villages;

(iv) Naval petroleum and oil shale re-
serves and the National Petroleum Re-
serve—Alaska.

(v) Lands north of 68 degrees north
latitude and east of the western bound-
ary of the National Petroleum Re-
serve—Alaska;

(vi) Arctic National Wildlife Refuge
in Alaska.

(vii) Lands recommended for wilder-
ness allocation by the surface man-
aging agency:

(viii) Lands within Bureau of Land
Management wilderness study areas;

(ix) Lands designated by Congress as
wilderness study areas, except where
oil and gas leasing is specifically al-
lowed to continue by the statute desig-
nating the study area;

(x) Lands within areas allocated for
wilderness or further planning in Exec-
utive Communication 1504, Ninety-
Sixth Congress (House Document num-
bered 96-119), unless such lands are al-
located to uses other than wilderness
by a land and resource management
plan or have been released to uses
other than wilderness by an Act of
Congress; and

(xi) Lands within the National Wil-
derness Preservation System, subject
to valid existing rights under section
4(d)(3) of the Wilderness Act estab-
lished before midnight, December 31,
1983, unless otherwise provided by law.
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(b) Acquired lands. (1) Oil and gas in
acquired lands are subject to lease
under the Mineral Leasing Act for Ac-
quired Lands of August 7, 1947, as
amended (30 U.S.C. 351-359).

(2) Exceptions. (i) Units of the Na-
tional Park System, except as provided
in paragraph (g)(4) of this section;

(ii) Incorporated cities, towns and
villages;

(iii) Naval petroleum and oil shale re-
serves and the National Petroleum Re-
serve—Alaska;

(iv) Tidelands or submerged coastal
lands within the continental shelf adja-
cent or littoral to lands within the ju-
risdiction of the United States;

(v) Lands acquired by the United
States for development of helium, fis-
sionable material deposits or other
minerals essential to the defense of the
country, except oil, gas and other min-
erals subject to leasing under the Act;

(vi) Lands reported as excess under
the Federal Property and Administra-
tive Services Act of 1949;

(vii) Lands acquired by the United
States by foreclosure or otherwise for
resale.

(viii) Lands recommended for wilder-
ness allocation by the surface man-
aging agency;

(ix) Lands within Bureau of Land
Management wilderness study areas;

(x) Lands designated by Congress as
wilderness study areas, except where
oil and gas leasing is specifically al-
lowed to continue by the statute desig-
nating the study area;

(xi) Lands within areas allocated for
wilderness or further planning in Exec-
utive Communication 1504, Ninety-
Sixth Congress (House Document num-
bered 96-119), unless such lands are al-
located to uses other than wilderness
by a land and resource management
plan or have been released to uses
other than wilderness by an Act of
Congress; and

(xii) Lands within the National Wil-
derness Preservation System, subject
to valid existing rights under section
4(d)(3) of the Wilderness Act estab-
lished before midnight, December 31,
1983, unless otherwise provided by law.

(c) National Petroleum Reserve—
Alaska is subject to lease under the De-
partment of the Interior Appropria-
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tions Act, Fiscal Year 1981 (42 U.S.C.
6508).

(d) Where oil or gas is being drained
from lands otherwise unavailable for
leasing, there is implied authority in
the agency having jurisdiction of those
lands to grant authority to the Bureau
of Land Management to lease such
lands (see 43 U.S.C. 1457; also Attorney
General’s Opinion of April 2, 1941 (Vol.
40 Op. Atty. Gen. 41)).

(e) Where lands previously withdrawn
or reserved from the public domain are
no longer needed by the agency for
which the lands were withdrawn or re-
served and such lands are retained by
the General Services Administration,
or where acquired lands are declared as
excess to or surplus by the General
Services Administration, authority to
lease such lands may be transferred to
the Department in accordance with the
Federal Property and Administrative
Services Act of 1949 and the Mineral
Leasing Act for Acquired Lands, as
amended.

(f) The Act of May 21, 1930 (30 U.S.C.
301-306), authorizes the leasing of oil
and gas deposits under certain rights-
of-way to the owner of the right-of-way
or any assignee.

(g)(1)The Act of May 9, 1942 (56 Stat.
273), as amended by the Act of October
25, 1949 (63 Stat. 886), authorizes leasing
on certain lands in Nevada.

(2) The Act of March 3, 1933 (47 Stat.
1487), as amended by the Act of June 5,
1936 (49 Stat. 1482) and the Act of June
29, 1936 (49 Stat. 2026), authorizes leas-
ing on certain lands patented to the
State of California.

(3) The Act of June 30, 1950 (16 U.S.C.
508(b)) authorizes leasing on certain
National Forest Service Lands in Min-
nesota.

(4) Units of the National Park System.
The Secretary is authorized to permit
mineral leasing in the following units
of the National Park System if he/she
finds that such disposition would not
have significant adverse effects on the
administration of the area and if lease
operations can be conducted in a man-
ner that will preserve the scenic, sci-
entific and historic features contrib-
uting to public enjoyment of the area,
pursuant to the following authorities:
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(i) Lake Mead National Recreation
Area—The Act of October 8, 1964 (16
U.S.C. 460n et seq.).

(i) Whiskeytown Unit of the
Whiskeytown-Shasta-Trinity National
Recreation Area—The Act of November
8, 1965 (79 Stat. 1295; 16 U.S.C. 460q et
seq.).

(iii) Ross Lake and Lake Chelan Na-
tional Recreation Areas—The Act of Oc-
tober 2, 1968 (82 Stat. 926; 16 U.S.C. 90 et
seq.).

(iv) Glen Canyon National Recreation
Area—The Act of October 27, 1972 (86
Stat. 1311; 16 U.S.C. 460dd et seq.).

(5) Shasta and Trinity Units of the
Whiskeytown-Shasta-Trinity National
Recreation Area. Section 6 of the Act of
November 8, 1965 (Pub. L. 89-336; 79
Stat. 1295), authorizes the Secretary of
the Interior to permit the removal of
leasable minerals from lands (or inter-
est in lands) within the recreation area
under the jurisdiction of the Secretary
of Agriculture in accordance with the
Mineral Leasing Act of February 25,
1920, as amended (30 U.S.C. 181 et seq.),
or the Acquired Lands Mineral Leasing
Act of August 7, 1947 (30 U.S.C. 351-359),
if he finds that such disposition would
not have significant adverse effects on
the purpose of the Central Valley
project or the administration of the
recreation area.

[48 FR 33662, July 22, 1983, as amended at 49
FR 2113, Jan. 18, 1984; 53 FR 17351, 17352, May
16, 1988; 53 FR 22835, June 17, 1988; 53 FR
31958, Aug. 22, 1988]

§3100.0-5 Definitions.

As used in this part, the term:

(a) Operator means any person or en-
tity, including, but not limited to, the
lessee or operating rights owner, who
has stated in writing to the authorized
officer that it is responsible under the
terms and conditions of the lease for
the operations conducted on the leased
lands or a portion thereof.

(b) Unit operator means the person au-
thorized under the agreement approved
by the Department of the Interior to
conduct operations within the unit.

(c) Record title means a lessee’s inter-
est in a lease which includes the obli-
gation to pay rent, and the rights to
assign and relinquish the lease. Over-
riding royalty and operating rights are
severable from record title interests.
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(d) Operating right (working interest)
means the interest created out of a
lease authorizing the holder of that
right to enter upon the leased lands to
conduct drilling and related oper-
ations, including production of oil or
gas from such lands in accordance with
the terms of the lease.

(e) Transfer means any conveyance of
an interest in a lease by assignment,
sublease or otherwise. This definition
includes the terms: Assignment which
means a transfer of all or a portion of
the lessee’s record title interest in a
lease; and sublease which means a
transfer of a non-record title interest
in a lease, i.e., a transfer of operating
rights is normally a sublease and a sub-
lease also is a subsidiary arrangement
between the lessee (sublessor) and the
sublessee, but a sublease does not in-
clude a transfer of a purely financial
interest, such as overriding royalty in-
terest or payment out of production,
nor does it affect the relationship im-
posed by a lease between the lessee(s)
and the United States.

(f) National Wildlife Refuge System
Lands means lands and water, or inter-
ests therein, administered by the Sec-
retary as wildlife refuges, areas for the
protection and conservation of fish and
wildlife that are threatened with ex-
tinction, wildlife management areas or
waterfowl production areas.

(g) Actual drilling operations includes
not only the physical drilling of a well,
but the testing, completing or equip-
ping of such well for production.

(h)(1) Primary term of lease subject to
section 4(d) of the Act prior to the revi-
sion of 1960 (30 U.S.C. 226-1(d)) means
all periods of the life of the lease prior
to its extension by reason of produc-
tion of oil and gas in paying quantities;
and

(2) Primary term of all other leases
means the initial term of the lease. For
competitive leases, except those within
the National Petroleum Reserve—Alas-
ka, this means 5 years and for non-
competitive leases this means 10 years.

(i) Lessee means a person or entity
holding record title in a lease issued by
the United States.

(j) Operating rights owner means a
person or entity holding operating
rights in a lease issued by the United
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States. A lessee also may be an oper-
ating rights owner if the operating
rights in a lease or portion thereof
have not been severed from record
title.

(k) Bid means an amount of remit-
tance offered as partial compensation
for a lease equal to or in excess of the
national minimum acceptable bonus
bid set by statute or by the Secretary,
submitted by a person or entity for a
lease parcel in a competitive lease sale.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17352, May 16, 1988; 53 FR 22836, June 17,
1988]

§3100.0-9 Information collection.

(a)(1) The collections of information
contained in §3103.4-1(b) have been ap-
proved by the Office of Management
and Budget under 44 U.S.C. 3501 et seq.
and are among the collections assigned
clearance number 1004-0145. The infor-
mation will be used to determine
whether an oil and gas operator or
owner may obtain a reduction in the
royalty rate. Response is required to
obtain a benefit in accordance with 30
U.S.C. 181, et seq., and 30 U.S.C. 351-359.

(2) Public reporting burden for the in-
formation collections assigned clear-
ance number 1004-0145 is estimated to
average 1 hour per response, including
the time for reviewing instructions,
searching existing data sources, gath-
ering and maintaining the data needed,
and completing and reviewing the col-
lection of information. Send comments
regarding this burden estimate or any
other aspect of this collection of infor-
mation, including suggestions for re-
ducing the burden, to the Information
Collection Clearance Officer (783), Bu-
reau of Land Management, Wash-
ington, DC 20240, and the Office of Man-
agement and Budget, Paperwork Re-
duction Project, 1004-0145, Washington,
DC 20503.

(b)(1) The collections of information
contained in §3103.4-1(c) and (d) have
been approved by the Office of Manage-
ment and Budget under 44 U.S.C. 3501 et
seq. and assigned clearance number
1010-0090. The information will be used
to determine whether an oil and gas
lessee may obtain a reduction in the
royalty rate. Response is required to
obtain a benefit in accordance with 30
U.S.C. 181, et seq., and 30 U.S.C. 351-359.
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(2) Public reporting burden for this
information is estimated to average Y2
hour per response, including the time
for reviewing instructions, searching
existing data sources, gathering and
maintaining the data needed, and com-
pleting and reviewing the collection of
information. Send comments regarding
this burden estimate or any other as-
pect of this collection of information,
including suggestions for reducing the
burden, to the Information Collection
Clearance Officer, Minerals Manage-
ment Service (Mail Stop 2300), 381
Elden Street, Herndon, VA 22070-4817,
and the Office of Management and
Budget, Paperwork Reduction Project,
1010-0090, Washington, DC 20503.

[67 FR 35973, Aug. 11, 1992]

§3100.1 Helium.

The ownership of and the right to ex-
tract helium from all gas produced
from lands leased or otherwise disposed
of under the Act have been reserved to
the United States.

§3100.2 Drainage.

§3100.2-1 Compensation for drainage.

Upon a determination by the author-
ized officer that lands owned by the
United States are being drained of oil
or gas by wells drilled on adjacent
lands, the authorized officer may exe-
cute agreements with the owners of ad-
jacent lands whereby the United States
and its lessees shall be compensated for
such drainage. Such agreements shall
be made with the consent of any lessee
affected by an agreement. Such lands
may also be offered for lease in accord-
ance with part 3120 of this title.

§3100.2-2 Drilling and production or
payment of compensatory royalty.

Where lands in any leases are being
drained of their oil or gas content by
wells either on a Federal lease issued
at a lower rate of royalty or on non-
Federal lands, the lessee shall both
drill and produce all wells necessary to
protect the leased lands from drainage.
In lieu of drilling necessary wells, the
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lessee may, with the consent of the au-
thorized officer, pay compensatory roy-
alty in the amount determined in ac-
cordance with §3162.2(a) of this title.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17352, May 16, 1988]

§3100.3 Options.

§3100.3-1 Enforceability.

(a) No option to acquire any interest
in a lease shall be enforceable if en-
tered into for a period of more than 3
years (including any renewal period
that may be provided for in the option)
without the approval of the Secretary.

(b) No option or renewal thereof shall
be enforceable until a signed copy or
notice of option has been filed in the
proper BLM office. Each such signed
copy or notice shall include:

(1) The names and addresses of the
parties thereto;

(2) The serial number of the lease to
which the option is applicable;

(3) A statement of the number of
acres covered by the option and of the
interests and obligations of the parties
to the option, including the date and
expiration date of the option; and

(4) The interest to be conveyed and
retained in exercise of the option. Such
notice shall be signed by all parties to
the option or their duly authorized
agents. The signed copy or notice of op-
tion required by this paragraph shall
contain or be accompanied by a signed
statement by the holder of the option
that he/she is the sole party in interest
in the option; if not, he/she shall set
forth the names and provide a descrip-
tion of the interest therein of the other
interested parties, and provide a de-
scription of the agreement between
them, if oral, and a copy of such agree-
ment, if written.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17352, May 16, 1988. Redesignated at 563 FR
22836, June 17, 1988]

§3100.3-2 Effect of option on acreage.

The acreage to which the option is
applicable shall be charged both to the
grantor of the option and the option
holder. The acreage covered by an
unexercised option remains charged
during its term until notice of its relin-
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quishment or surrender has been filed
in the proper BLM office.

[48 FR 33662, July 22, 1983. Redesignated at 53
FR 22836, June 17, 1988]

§3100.3-3 Option statements.

Each option holder shall file in the
proper BLM office within 90 days after
June 30 and December 31 of each year a
statement showing as of the prior June
30 and December 31, respectively:

(a) Any changes to the statements
submitted under §3100.3-1(b) of this
title, and

(b) The number of acres covered by
each option and the total acreage of all
options held in each State.

[63 FR 17352, May 16, 1988. Redesignated and
amended at 53 FR 22836, June 17, 1988]

§3100.4 Public availability of informa-
tion.

(a) All data and information con-
cerning Federal and Indian minerals
submitted under this part 3100 and
parts 3110 through 3190 of this chapter
are subject to part 2 of this title, ex-
cept as provided in paragraph (c) of
this section. Part 2 of this title in-
cludes the regulations of the Depart-
ment of the Interior covering the pub-
lic disclosure of data and information
contained in Department of the Inte-
rior records. Certain mineral informa-
tion not protected from public disclo-
sure under part 2 of this title may be
made available for inspection without
a Freedom of Information Act (FOIA)
(5 U.S.C. 552) request.

(b) When you submit data and infor-
mation under this part 3100 and parts
3110 through 3190 of this chapter that
you believe to be exempt from disclo-
sure to the public, you must clearly
mark each page that you believe in-
cludes confidential information. BLM
will keep all such data and information
confidential to the extent allowed by
§2.13(c) of this title.

(¢) Under the Indian Mineral Devel-
opment Act of 1982 (IMDA) (256 U.S.C.
2101 et seq.), the Department of the In-
terior will hold as privileged propri-
etary information of the affected In-
dian or Indian tribe—

(1) All findings forming the basis of
the Secretary’s intent to approve or
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disapprove any Minerals Agreement
under IMDA; and

(2) All projections, studies, data, or
other information concerning a Min-
erals Agreement under IMDA, regard-
less of the date received, related to—

(i) The terms, conditions, or financial
return to the Indian parties;

(ii) The extent, nature, value, or dis-
position of the Indian mineral re-
sources; or

(iii) The production, products, or pro-
ceeds thereof.

(d) For information concerning In-
dian minerals not covered by para-
graph (c) of this section—

(1) BLM will withhold such records as
may be withheld under an exemption
to FOIA when it receives a request for
information related to tribal or Indian
minerals held in trust or subject to re-
strictions on alienation;

(2) BLM will notify the Indian min-
eral owner(s) identified in the records
of the Bureau of Indian Affairs (BIA),
and BIA, and give them a reasonable
period of time to state objections to
disclosure, using the standards and
procedures of §2.15(d) of this title, be-
fore making a decision about the appli-
cability of FOIA exemption 4 to:

(i) Information obtained from a per-
son outside the United States Govern-
ment; when

(ii) Following consultation with a
submitter under §2.15(d) of this title,
BLM determines that the submitter
does not have an interest in with-
holding the records that can be pro-
tected under FOIA; but

(iii) BLM has reason to believe that
disclosure of the information may re-
sult in commercial or financial injury
to the Indian mineral owner(s), but is
uncertain that such is the case.

[63 FR 52952, Oct. 1, 1998]

Subpart 3101—Issuance of Leases
§3101.1 Lease terms and conditions.

§3101.1-1 Lease form.

A lease shall be issued only on the
standard form approved by the Direc-
tor.

[63 FR 17352, May 16, 1988]

§3101.1-3

§3101.1-2 Surface use rights.

A lessee shall have the right to use so
much of the leased lands as is nec-
essary to explore for, drill for, mine,
extract, remove and dispose of all the
leased resource in a leasehold subject
to: Stipulations attached to the lease;
restrictions deriving from specific,
nondiscretionary statutes; and such
reasonable measures as may be re-
quired by the authorized officer to min-
imize adverse impacts to other re-
source values, land uses or users not
addressed in the lease stipulations at
the time operations are proposed. To
the extent consistent with lease rights
granted, such reasonable measures may
include, but are not limited to, modi-
fication to siting or design of facilities,
timing of operations, and specification
of interim and final reclamation meas-
ures. At a minimum, measures shall be
deemed consistent with lease rights
granted provided that they do not: re-
quire relocation of proposed operations
by more than 200 meters; require that
operations be sited off the leasehold; or
prohibit new surface disturbing oper-
ations for a period in excess of 60 days
in any lease year.

[63 FR 17352, May 16, 1988]

§3101.1-3 Stipulations and informa-

tion notices.

The authorized officer may require
stipulations as conditions of lease
issuance. Stipulations shall become
part of the lease and shall supersede in-
consistent provisions of the standard
lease form. Any party submitting a bid
under subpart 3120 of this title, or an
offer under §3110.1(b) of this title dur-
ing the period when use of the parcel
number is required pursuant to §3110.5—
1 of this title, shall be deemed to have
agreed to stipulations applicable to the
specific parcel as indicated in the List
of Lands Available for Competitive
Nominations or the Notice of Competi-
tive Lease Sale available from the
proper BLM office. A party filing a
noncompetitive offer in accordance
with §3110.1(a) of this title shall be
deemed to have agreed to stipulations
applicable to the specific parcel as in-
dicated in the List of Lands Available
for Competitive Nominations or the
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Notice of Competitive Lease Sale, un-
less the offer is withdrawn in accord-
ance with §3110.6 of this title. An infor-
mation notice has no legal con-
sequences, except to give notice of ex-
isting requirements, and may be at-
tached to a lease by the authorized of-
ficer at the time of lease issuance to
convey certain operational, procedural
or administrative requirements rel-
ative to lease management within the
terms and conditions of the standard
lease form. Information notices shall
not be a basis for denial of lease oper-
ations.

[63 FR 17352, May 16, 1988, as amended at 53
FR 22836, June 17, 1988]

§3101.1-4 Modification or waiver of
lease terms and stipulations.

A stipulation included in an oil and
gas lease shall be subject to modifica-
tion or waiver only if the authorized
officer determines that the factors
leading to its inclusion in the lease
have changed sufficiently to make the
protection provided by the stipulation
no longer justified or if proposed oper-
ations would not cause unacceptable
impacts. If the authorized officer has
determined, prior to lease issuance,
that a stipulation involves an issue of
major concern to the public, modifica-
tion or waiver of the stipulation shall
be subject to public review for at least
a 30-day period. In such cases, the stip-
ulation shall indicate that public re-
view is required before modification or
waiver. If subsequent to lease issuance
the authorized officer determines that
a modification or waiver of a lease
term or stipulation is substantial, the
modification or waiver shall be subject
to public review for at least a 30-day
period.

[63 FR 22836, June 17, 1988; 53 FR 31958, Aug.
22, 1988]

§3101.2 Acreage limitations.

§3101.2-1 Public domain lands.

(a) No person or entity shall take,
hold, own or control more than 246,080
acres of Federal oil and gas leases in
any one State at any one time. No
more than 200,000 acres of such acres
may be held under option.

(b) In Alaska, the acreage that can be
taken, held, owned or controlled is lim-

43 CFR Ch. Il (10-1-11 Edition)

ited to 300,000 acres in the northern
leasing district and 300,000 acres in the
southern leasing district, of which no
more than 200,000 acres may be held
under option in each of the 2 leasing
districts. The boundary between the 2
leasing districts in Alaska begins at
the northeast corner of the Tetlin Na-
tional Wildlife Refuge as established on
December 2, 1980 (16 U.S.C. 3101), at a
point on the boundary between the
United States and Canada, then north-
westerly along the northern boundary
of the refuge to the left limit of the
Tanana River (63°9'38” north latitude,
142°2052” west longitude), then westerly
along the left limit to the confluence
of the Tanana and Yukon Rivers, and
then along the left limit of the Yukon
River from said confluence to its prin-
cipal southern mouth.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17352, May 16, 1988]

§3101.2-2 Acquired lands.

An acreage limitation separate from,
but equal to the acreage limitation for
public domain lands described in
§3101.2-1 of this title, applies to ac-
quired lands. Where the United States
owns only a fractional interest in the
mineral resources of the lands involved
in a lease, only that part owned by the
United States shall be charged as acre-
age holdings. The acreage embraced in
a future interest lease shall not be
charged as acreage holdings until the
lease for the future interest becomes
effective.

§3101.2-3 Excepted acreage.

(a) The following acreage shall not be
included in computing accountable
acreage:

(1) Acreage under any lease any por-
tion of which is committed to any Fed-
erally approved unit or cooperative
plan or communitization agreement;

(2) Acreage under any lease for which
royalty (including compensatory roy-
alty or royalty in-kind) was paid in the
preceding calendar year; and

(3) Acreage under leases subject to an
operating, drilling or development con-
tract approved by the Secretary.

(b) Acreage subject to offers to lease,
overriding royalties and payments out
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of production shall not be included in
computing accountable acreage.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17352, May 16, 1988; 71 FR 14823, Mar. 24,
2006]

§3101.2-4 Excess acreage.

(a) Where, as the result of the termi-
nation or contraction of a unit or coop-
erative plan, the elimination of a lease
from an operating, drilling or develop-
ment contract a party holds or con-
trols excess accountable acreage, said
party shall have 90 days from that date
to reduce the holdings to the pre-
scribed limitation and to file proof of
the reduction in the proper BLM office.
Where as a result of a merger or the
purchase of the controlling interest in
a corporation, acreage in excess of the
amount permitted is acquired, the
party holding the excess acreage shall
have 180 days from the date of the
merger or purchase to divest the excess
acreage. If additional time is required
to complete the divestiture of the ex-
cess acreage, a petition requesting ad-
ditional time, along with a full jus-
tification for the additional time, may
be filed with the authorized officer
prior to the termination of the 180-day
period provided herein.

(b) If any person or entity is found to
hold accountable acreage in violation
of the provisions of these regulations,
lease(s) or interests therein shall be
subject to cancellation or forfeiture in
their entirety, until sufficient acreage
has been eliminated to comply with the
acreage limitation. Excess acreage or
interest shall be cancelled in the in-
verse order of acquisition.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17353, May 16, 1988]

§3101.2-5 Computation.

The accountable acreage of a party
owning an undivided interest in a lease
shall be the party’s proportionate part
of the total lease acreage. The account-
able acreage of a party who is the bene-
ficial owner of more than 10 percent of
the stock of a corporation which holds
Federal oil and gas leases shall be the
party’s proportionate part of the cor-
poration’s accountable acreage. Parties
to a contract for development of leased
lands and co-parties, except those oper-

§3101.4

ating, drilling or development con-
tracts subject to §3101.2-3 of this title,
shall be charged with their propor-
tionate interests in the lease. No hold-
ing of acreage in common by the same
persons in excess of the maximum
acreage specified in the laws for any
one party shall be permitted.

[48 FR 33662, July 22, 1983, as amended at 49
FR 2113, Jan. 18, 1984; 53 FR 17353, May 16,
1988]

§3101.2-6 Showing required.

At any time the authorized officer
may require any lessee or operator to
file with the Bureau of Land Manage-
ment a statement showing as of speci-
fied date the serial number and the
date of each lease in which he/she has
any interest, in the particular State,
setting forth the acreage covered
thereby.

§3101.3 Leases within unit areas.

§3101.3-1 Joinder evidence required.

Before issuance of a lease for lands
within an approved unit, the lease of-
feror shall file evidence with the proper
BLM office of having joined in the unit
agreement and unit operating agree-
ment or a statement giving satisfac-
tory reasons for the failure to enter
into such agreement. If such statement
is acceptable to the authorized officer
the operator shall be permitted to op-
erate independently but shall be re-
quired to conform to the terms and
provisions of the unit agreement with
respect to such operations.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17353, May 16, 1988]

§3101.3-2 Separate leases to issue.

A lease offer for lands partly within
and partly outside the boundary of a
unit shall result in separate leases, one
for the lands within the unit, and one
for the lands outside the unit.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17353, May 16, 1988]

§3101.4 Lands covered by application
to close lands to mineral leasing.

Offers filed on lands within a pending
application to close lands to mineral
leasing shall be suspended until the
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segregative effect of the application is
final.

§3101.5 National Wildlife Refuge Sys-
tem lands.

§3101.5-1 Wildlife refuge lands.

(a) Wildlife refuge lands are those
lands embraced in a withdrawal of pub-
lic domain and acquired lands of the
United States for the protection of all
species of wildlife within a particular
area. Sole and complete jurisdiction
over such lands for wildlife conserva-
tion purposes is vested in the Fish and
Wildlife Service even though such
lands may be subject to prior rights for
other public purposes or, by the terms
of the withdrawal order, may be sub-
ject to mineral leasing.

(b) No offers for oil and gas leases
covering wildlife refuge lands shall be
accepted and no leases covering such
lands shall be issued except as provided
in §3100.2 of this title. There shall be
no drilling or prospecting under any
lease heretofore or hereafter issued on
lands within a wildlife refuge except
with the consent and approval of the
Secretary with the concurrence of the
Fish and Wildlife Service as to the
time, place and nature of such oper-
ations in order to give complete pro-
tection to wildlife populations and
wildlife habitat on the areas leased,
and all such operations shall be con-
ducted in accordance with the stipula-
tions of the Bureau on a form approved
by the Director.

§3101.5-2 Coordination lands.

(a) Coordination lands are those
lands withdrawn or acquired by the
United States and made available to
the States by cooperative agreements
entered into between the Fish and
Wildlife Service and the game commis-
sions of the various States, in accord-
ance with the Act of March 10, 1934 (48
Stat. 401), as amended by the Act of
August 14, 1946 (60 Stat. 1080), or by
long-term leases or agreements be-
tween the Department of Agriculture
and the game commissions of the var-
ious States pursuant to the Bankhead-
Jones Farm Tenant Act (50 Stat. 525),
as amended, where such lands were
subsequently transferred to the De-
partment of the Interior, with the Fish
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and Wildlife Service as the custodial
agency of the United States.

(b) Representatives of the Bureau and
the Fish and Wildlife Service shall, in
cooperation with the authorized mem-
bers of the various State game com-
missions, confer for the purpose of de-
termining by agreement those coordi-
nation lands which shall not be subject
to o0il and gas leasing. Coordination
lands not closed to oil and gas leasing
shall be subject to leasing on the impo-
sition of such stipulations as are
agreed upon by the State Game Com-
mission, the Fish and Wildlife Service
and the Bureau.

§3101.5-3 Alaska wildlife areas.

No lands within a refuge in Alaska
open to leasing shall be available until
the Fish and Wildlife Service has first
completed compatability determina-
tions.

§3101.5-4 Stipulations.

Leases shall be issued subject to stip-
ulations prescribed by the Fish and
Wildlife Service as to the time, place,
nature and condition of such oper-
ations in order to minimize impacts to
fish and wildlife populations and habi-
tat and other refuge resources on the
areas leased. The specific conduct of
lease activities on any refuge lands
shall be subject to site-specific stipula-
tions prescribed by the Fish and Wild-
life Service.

§3101.6 Recreation and public pur-
poses lands.

Under the Recreation and Public
Purposes Act, as amended (43 U.S.C. 869
et seq.), all lands within Recreation and
Public Purposes leases and patents are
subject to lease under the provisions of
this part, subject to such conditions as
the Secretary deems appropriate.

§3101.7 Federal lands administered by
an agency outside of the Depart-
ment of the Interior.

§3101.7-1 General requirements.

(a) Acquired lands shall be leased
only with the consent of the surface
managing agency, which upon receipt
of a description of the lands from the
authorized officer, shall report to the
authorized officer that it consents to
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leasing with stipulations, if any, or
withholds consent or objects to leasing.

(b) Public domain lands shall be
leased only after the Bureau has con-
sulted with the surface managing agen-
cy and has provided it with a descrip-
tion of the lands, and the surface man-
aging agency has reported its rec-
ommendation to lease with stipula-
tions, if any, or not to lease to the au-
thorized officer. If consent or lack of
objection of the surface managing
agency is required by statute to lease
public domain lands, the procedure in
paragraph (a) of this section shall
apply.

(c) National Forest System lands
whether acquired or reserved from the
public domain shall not be leased over
the objection of the Forest Service.
The provisions of paragraph (a) of this
section shall apply to such National
Forest System lands.

[563 FR 22836, June 17, 1988]

§3101.7-2 Action by the Bureau of
Land Management.

(a) Where the surface managing agen-
cy has consented to leasing with re-
quired stipulations, and the Secretary
decides to issue a lease, the authorized
officer shall incorporate the stipula-
tions into any lease which it may
issue. The authorized officer may add
additional stipulations.

(b) The authorized officer shall not
issue a lease and shall reject any lease
offer on lands to which the surface
managing agency objects or withholds
consent required by statute. In all
other instances, the Secretary has the
final authority and discretion to decide
to issue a lease.

(c) The authorized officer shall re-
view all recommendations and shall ac-
cept all reasonable recommendations
of the surface managing agency.

[48 FR 33662, July 22, 1983. Redesignated and
amended at 53 FR 22836, June 17, 1988]

§3101.7-3 Appeals.

(a) The decision of the authorized of-
ficer to reject an offer to lease or to
issue a lease with stipulations rec-
ommended by the surface managing
agency may be appealed to the Interior
Board of Land Appeals under part 4 of
this title.

§3101.8

(b) Where, as provided by statute, the
surface managing agency has required
that certain stipulations be included in
a lease or has consented, or objected or
refused to consent to leasing, any ap-
peal by an affected lease offeror shall
be pursuant to the administrative rem-
edies provided by the particular surface
managing agency.

[63 FR 22837, June 17, 1988]

§3101.8 State’s or charitable organiza-
tion’s ownership of surface over-
lying Federally-owned minerals.

Where the United States has con-

veyed title to, or otherwise transferred
the control of the surface of lands to
any State or political subdivision,
agency, or instrumentality thereof, or
a college or any other educational cor-
poration or association, or a charitable
or religious corporation or association,
with reservation of the o0il and gas
rights to the United States, such party
shall be given an opportunity to sug-
gest any lease stipulations deemed nec-
essary for the protection of existing
surface improvements or uses, to set
forth the facts supporting the necessity
of the stipulations and also to file any
objections it may have to the issuance
of a lease. Where a party controlling
the surface opposes the issuance of a
lease or wishes to place such restric-
tive stipulations upon the lease that it
could not be operated upon or become
part of a drilling unit and hence is
without mineral value, the facts sub-
mitted in support of the opposition or
request for restrictive stipulations
shall be given consideration and each
case decided on its merits. The opposi-
tion to lease or necessity for restric-
tive stipulations expressed by the
party controlling the surface affords no
legal basis or authority to refuse to
issue the lease or to issue the lease
with the requested restrictive stipula-
tions for the reserved minerals in the
lands; in such case, the final deter-
mination whether to issue and with
what stipulations, or not to issue the
lease depends upon whether or not the
interests of the United States would
best be served by the issuance of the
lease.

[48 FR 33662, July 22, 1983, as amended at 49
FR 2113, Jan. 18, 1984; 53 FR 22837, June 17,
1988]
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Subpart 3102—Quallifications of
Lessees

§3102.1 Who may hold leases.

Leases or interests therein may be
acquired and held only by citizens of
the United States; associations (includ-
ing partnerships and trusts) of such
citizens; corporations organized under
the laws of the United States or of any
State or Territory thereof; and munici-
palities.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17353, May 16, 1988]

§3102.2 Aliens.

Leases or interests therein may be
acquired and held by aliens only
through stock ownership, holding or
control in a present or potential lessee
that is incorporated under the laws of
the United States or of any State or
territory thereof, and only if the laws,
customs or regulations of their country
do not deny similar or like privileges
to citizens or corporations of the
United States. If it is determined that
a country has denied similar or like
privileges to citizens or corporations of
the United States, it would be placed
on a list available from any Bureau of
Land Management State office.

[563 FR 17353, May 16, 1988]

§3102.3 Minors.

Leases shall not be acquired or held
by one considered a minor under the
laws of the State in which the lands
are located, but leases may be acquired
and held by legal guardians or trustees
of minors in their behalf. Such legal
guardians or trustees shall be citizens
of the United States or otherwise meet
the provisions of §3102.1 of this title.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17353, May 16, 1988]

§3102.4 Signature.

(a) The original of an offer or bid
shall be signed in ink and dated by the
present or potential lessee or by any-
one authorized to sign on behalf of the
present or potential lessee.

(b) Three copies of a transfer of
record title or of operating rights (sub-
lease), as required by section 30a of the
act, shall be originally signed and
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dated by the transferor or anyone au-
thorized to sign on behalf of the trans-
feror. However, a transferee, or anyone
authorized to sign on his or her behalf,
shall be required to sign and date only
1 original request for approval of a
transfer.

(c) Documents signed by any party
other than the present or potential les-
see shall be rendered in a manner to re-
veal the name of the present or poten-
tial lessee, the name of the signatory
and their relationship. A signatory who
is a member of the organization that
constitutes the present or potential
lessee (e.g., officer of a corporation,
partner of a partnership, etc.) may be
requested by the authorized officer to
clarify his/her relationship, when the
relationship is not shown on the docu-
ments filed.

(d) Submission of a qualification
number does not meet the require-
ments of paragraph (c) of this section.

[63 FR 17353, May 16, 1988]

§3102.5 Compliance, certification of
compliance and evidence.

§3102.5-1 Compliance.

In order to actually or potentially
own, hold, or control an interest in a
lease or prospective lease, all parties,
including corporations, and all mem-
bers of associations, including partner-
ships of all types, shall, without excep-
tion, be qualified and in compliance
with the act. Compliance means that
the lessee, potential lessee, and all
such parties (as defined in §3000.0-5(k))
are:

(a) Citizens of the United States (see
§3102.1) or alien stockholders in a cor-
poration organized under State or Fed-
eral law (see §3102.2);

(b) In compliance with the Federal
acreage limitations (see §3101.2);

(c) Not minors (see §3102.3);

(d) Except for an assignment or
transfer under subpart 3106 of this title,
in compliance with section 2(a)(2)(A) of
the Act, in which case the signature on
an offer or lease constitutes evidence
of compliance. A lease issued to any
entity in violation of this paragraph (d)
shall be subject to the cancellation
provisions of §3108.3 of this title. The
term entity is defined at §3400.0-5(rr) of
this title.
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(e) Not in violation of the provisions
of section 41 of the Act; and

(f) In compliance with section 17(g) of
the Act, in which case the signature on
an offer, lease, assignment, transfer,
constitutes evidence of compliance
that the signatory and any subsidiary,
affiliate, or person, association, or cor-
poration controlled by or under com-
mon control with the signatory, as de-
fined in §3400.0-5(rr) of this title, has
not failed or refused to comply with
reclamation requirements with respect
to all leases and operations thereon in
which such person or entity has an in-
terest. Noncompliance with section
17(g) of the Act begins on the effective
date of the imposition of a civil pen-
alty by the authorized officer under
§3163.2 of this title, or when the bond is
attached by the authorized officer for
reclamation purposes, whichever comes
first. A lease issued, or an assignment
or transfer approved, to any such per-
son or entity in violation of this para-
graph (f) shall be subject to the can-
cellation provisions of §3108.3 of this
title, notwithstanding any administra-
tive or judicial appeals that may be
pending with respect to violations or
penalties assessed for failure to comply
with the prescribed reclamation stand-
ards on any lease holdings. Noncompli-
ance shall end upon a determination by
the authorized officer that all required
reclamation has been completed and
that the United States has been fully
reimbursed for any costs incurred due
to the required reclamation.

(g) In compliance with §3106.1(b) of
this title and section 30A of the Act.
The authorized officer may accept the
signature on a request for approval of
an assignment of less than 640 acres
outside of Alaska (2,560 acres within
Alaska) as acceptable certification
that the assignment would further the
development of oil and gas, or the au-
thorized officer may apply the provi-
sions of §3102.5-3 of this title.

[563 FR 22837, June 17, 1988]

§3102.5-2 Certification of compliance.

Any party(s) seeking to obtain an in-
terest in a lease shall certify it is in
compliance with the act as set forth in
§3102.5-1 of this title. A party(s) that is
a corporation or publicly traded asso-
ciation, including a publicly traded

§3103.1-2

partnership, shall certify that con-
stituent members of the corporation,
association or partnership holding or
controlling more than 10 percent of the
instruments of ownership of the cor-
poration, association or partnership
are in compliance with the act. Execu-
tion and submission of an offer, com-
petitive bid form, or request for ap-
proval of a transfer of record title or of
operating rights (sublease), constitutes
certification of compliance.

[63 FR 17353, May 16, 1988; 53 FR 22837, June
17, 1988]

§3102.5-3 Evidence of compliance.

The authorized officer may request
at any time further evidence of compli-
ance and qualification from any party
holding or seeking to hold an interest
in a lease. Failure to comply with the
request of the authorized officer shall
result in adjudication of the action
based on the incomplete submission.

[63 FR 17353, May 16, 1988]

Subpart 3103—Fees, Rentals and
Royalty

§3103.1 Payments.

§3103.1-1 Form of remittance.

All remittances shall be by personal
check, cashier’s check, certified check,
or money order, and shall be made pay-
able to the Department of the Inte-
rior—Bureau of Land Management or
the Department of the Interior—Min-
erals Management Service, as appro-
priate. Payments made to the Bureau
may be made by other arrangements
such as by electronic funds transfer or
credit card when specifically author-
ized by the Bureau. In the case of pay-
ments made to the Service, such pay-
ments may also be made by electronic
funds transfer.

[63 FR 22837, June 17, 1988]

§3103.1-2 Where submitted.

(a)(1) All fees for lease applications
or offers or for requests for approval of
a transfer and all first-year rentals and
bonuses for leases issued under Group
3100 of this title shall be paid to the
proper BLM office.

(2) All second-year and subsequent
rentals, except for leases specified in
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paragraph (b) of this section, shall be
paid to the Service at the following ad-
dress: Minerals Management Service,
Royalty Management Program/BRASS,
Box 5640 T.A., Denver, CO 80217.

(b) All rentals and royalties on pro-
ducing leases, communitized leases in
producing well units, unitized leases in
producing unit areas, leases on which
compensatory royalty is payable and
all payments under subsurface storage
agreements and easements for direc-
tional drilling shall be paid to the
Service.

[48 FR 33662, July 22, 1983, as amended at 49
FR 11637, Mar. 27, 1984; 49 FR 39330, Oct. 5,
1984; 53 FR 173563, May 16, 1988; 72 FR 50887,
Sept. 5, 2007]

§3103.2 Rentals.

§3103.2-1 Rental requirements.

(a) Each competitive bid or competi-
tive nomination submitted in response
to a List of Lands Available for Com-
petitive Nominations or Notice of Com-
petitive Lease Sale, and each non-
competitive lease offer shall be accom-
panied by full payment of the first
yvear’s rental based on the total acre-
age, if known, and, if not known, shall
be based on 40 acres for each smallest
legal subdivision. An offer deficient in
the first year’s rental by not more than
10 percent or $200, whichever is less,
shall be accepted by the authorized of-
ficer provided all other requirements
are met. Rental submitted shall be de-
termined based on the total amount re-
mitted less all required fees. The addi-
tional rental shall be paid within 30
days from notice of the deficiency
under penalty of cancellation of the
lease.

(b) If the acreage is incorrectly indi-
cated in a List of Lands Available for
Competitive Nominations or a Notice
of Competitive Lease Sale, payment of
the rental based on the error is curable
within 15 calendar days of receipt of
notice from the authorized officer of
the error.

(c) Rental shall not be prorated for
any lands in which the United States
owns an undivided fractional interest
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but shall be payable for the full acre-
age in such lands.

[48 FR 33662, July 22, 1983, as amended at 49
FR 26920, June 29, 1984, 53 FR 22837, June 17,
1988; 53 FR 31958, Aug. 22, 1988]

§3103.2-2 Annual rental payments.

Rentals shall be paid on or before the
lease anniversary date. A full year’s
rental shall be submitted even when
less than a full year remains in the
lease term, except as provided in
§3103.4-4(d) of this title. Failure to
make timely payment shall cause a
lease to terminate automatically by
operation of law. If the designated
Service office is not open on the anni-
versary date, payment received on the
next day the designated Service office
is open to the public shall be deemed to
be timely made. Payments made to an
improper BLM or Service office shall
be returned and shall not be forwarded
to the designated Service office. Rental
shall be payable at the following rates:

(a) The annual rental for all leases
issued subsequent to December 22, 1987,
shall be $1.50 per acre or fraction there-
of for the first 5 years of the lease term
and $2 per acre or fraction for any sub-
sequent year, except as provided in
paragraph (b) of this section;

(b) The annual rental for all leases
issued on or before December 22, 1987,
or issued pursuant to an application or
offer to lease filed prior to that date
shall be as stated in the lease or in reg-
ulations in effect on December 22, 1987,
except:

(1) Leases issued under former sub-
part 3112 of this title on or after Feb-
ruary 19, 1982, shall be subject after
February 1, 1989, to annual rental in
the sixth and subsequent lease years of
$2 per acre or fraction thereof;

(2) The rental rate of any lease deter-
mined after December 22, 1987, to be in
a known geological structure outside of
Alaska or in a favorable petroleum ge-
ological province within Alaska shall
not be increased because of such deter-
mination;

(3) Exchange and renewal leases shall
be subject to rental of $2 per acre or
fraction thereof upon exchange or re-
newal;

(c) Rental shall not be due on acreage
for which royalty or minimum royalty
is being paid, except on nonproducing
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leases when compensatory royalty has
been assessed in which case annual
rental as established in the lease shall
be due in addition to compensatory
royalty;

(d) On terminated leases that were
originally issued noncompetitively and
are reinstated under §3108.2-3 of this
title, and on noncompetitive leases
that were originally issued under
§3108.2-4 of this title, the annual rental
shall be $5 per acre or fraction thereof
beginning with the termination date
upon the filing, on or after the effec-
tive date of this regulation, of a peti-
tion to reinstate a lease or convert an
abandoned, unpatented oil placer min-
ing claim;

(e) On terminated leases that were
originally issued competitively, the an-
nual rental shall be $10 per acre or frac-
tion thereof beginning with the termi-
nation date upon the filing, on or after
the effective date of this regulation, of
a petition to reinstate a lease under
§3108.2-3 of this title; and

(f) Bach succeeding time a specific
lease is reinstated under §3108.2-3 of
this title, the annual rental on that
lease shall increase by an additional $5
per acre or fraction thereof for leases
that were originally issued non-
competitively and by an additional $10
per acre or fraction thereof for leases
that were originally issued competi-
tively.

[63 FR 17353, May 16, 1988 and 53 FR 22837,
June 17, 1988, as amended at 61 FR 4750, Feb.
8, 1996]

§3103.3 Royalties.

§3103.3-1 Royalty on production.

(a) Royalty on production shall be
payable only on the mineral interest
owned by the United States. Royalty
shall be paid in amount or value of the
production removed or sold as follows:

(1) 12% percent on all leases, includ-
ing exchange and renewal leases and
leases issued in lieu of unpatented oil
placer mining claims under §3108.2-4 of
this title, issued after December 22,
1987, except:

(i) Leases issued after December 22,
1987, resulting from offers to lease or
bids filed on or before December 22,
1987, which are subject to the rates in
effect on December 22, 1987; and
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(ii) Leases issued on or before Decem-
ber 22, 1987, which are subject to the
rates contained in the lease or in regu-
lations at the time of issuance;

(2) 16%5 percent on noncompetitive
leases reinstated under §3108.2-3 of this
title plus an additional 2 percentage-
point increase added for each suc-
ceeding reinstatement;

(3) Not less than 4 percentage points
above the rate used for royalty deter-
mination contained in the lease that is
reinstated or in force at the time of
issuance of the lease that is reinstated
for competitive leases, plus an addi-
tional 2 percentage-point increase
added for each succeeding reinstate-
ment.

(b) Leases that qualify under specific
provisions of the Act of August 8, 1946
(30 U.S.C. 226¢c) may apply for a limita-
tion of a 12V percent royalty rate.

(c) The average production per well
per day for oil and gas shall be deter-
mined pursuant to 43 CFR 3162.7-4.

(d) Payment of a royalty on the he-
lium component of gas shall not con-
vey the right to extract the helium.
Applications for the right to extract
helium shall be made under part 16 of
this title.

[63 FR 22838, June 17, 1988]

§3103.3-2 Minimum royalties.

(a) A minimum royalty shall be pay-
able at the expiration of each lease
year beginning on or after a discovery
of oil or gas in paying quantities on the
lands leased, except that on unitized
leases the minimum royalty shall be
payable only on the participating acre-
age, at the following rates:

(1) On leases issued on or after Au-
gust 8, 1946, and on those issued prior
thereto if the lessee files an election
under section 15 of the Act of August 8,
1946, a minimum royalty of $1 per acre
or fraction thereof in lieu of rental, ex-
cept as provided in paragraph (a)(2) of
this section; and

(2) On leases issued from offers filed
after December 22, 1987, and on com-
petitive leases issued from successful
bids placed at oral auctions conducted
after December 22, 1987, a minimum
royalty in lieu of rental of not less
than the amount of rental which other-
wise would be required for that lease
year.
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(b) Minimum royalties shall not be
prorated for any lands in which the
United States owns a fractional inter-
est but shall be payable on the full
acreage of the lease.

(c) Minimum royalties and rentals on
non-participating acreage shall be pay-
able to the Service.

(d) The minimum royalty provisions
of this section shall be applicable to
leases reinstated under §3108.2-3 of this
title and leases issued under §3108.2-4
of this title.

[48 FR 33662, July 22, 1983, as amended at 49
FR 11637, Mar. 27, 1984; 49 FR 30448, July 30,
1984; 53 FR 22838, June 17, 1988]

§3103.4 Production incentives.

§3103.4-1 Royalty reductions.

(a) In order to encourage the greatest
ultimate recovery of oil or gas and in
the interest of conservation, the Sec-
retary, upon a determination that it is
necessary to promote development or
that the leases cannot be successfully
operated under the terms provided
therein, may waive, suspend or reduce
the rental or minimum royalty or re-
duce the royalty on an entire lease-
hold, or any portion thereof.

(b)(1) An application for the benefits
under paragraph (a) of this section
must be filed by the operator/payor in
the proper BLM office. The application
must contain the serial number of the
leases, the names of the record title
holders, operating rights owners (sub-
lessees), and operators for each lease,
the description of lands by legal sub-
division and a description of the relief
requested.

(2) Each application shall show the
number, location and status of each
well drilled, a tabulated statement for
each month covering a period of not
less than 6 months prior to the date of
filing the application of the aggregate
amount of oil or gas subject to royalty,
the number of wells counted as pro-
ducing each month and the average
production per well per day.

(3) Every application shall contain a
detailed statement of expenses and
costs of operating the entire lease, the
income from the sale of any production
and all facts tending to show whether
the wells can be successfully operated
upon the fixed royalty or rental. Where
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the application is for a reduction in
royalty, full information shall be fur-
nished as to whether overriding royal-
ties, payments out of production, or
similar interests are paid to others
than the United States, the amounts so
paid and efforts made to reduce them.
The applicant shall also file agree-
ments of the holders to a reduction of
all other royalties or similar payments
from the leasehold to an aggregate not
in excess of one-half the royalties due
the United States.

(c) Petition may be made for reduc-
tion of royalty under §3108.2-3(f) for
leases reinstated under §3108.2-3 of this
title and under §3108.2-4(i) for non-
competitive leases issued under §3108.2—
4 of this title. Petitions to waive, sus-
pend or reduce rental or minimum roy-
alty for leases reinstated under §3108.2—
3 of this title or for leases issued under
§3108.2-4 of this title may be made
under this section.

[48 FR 33662, July 22, 1983; 48 FR 39225, Aug.
30, 1983, as amended at 49 FR 30448, July 30,
1984; 53 FR 17354, May 16, 1988; 57 FR 35973,
Aug. 11, 1992; 61 FR 4750, Feb. 8, 1996; 75 FR
61626, Oct. 6, 2010]

§3103.4-2 Stripper well royalty reduc-
tions.

(a) Certification. The applicable roy-
alty rate shall be used by the operator/
payor when submitting the required
royalty reports/payments to ONRR. By
submitting royalty reports/payments
using the royalty rate reduction bene-
fits of this program, the operator cer-
tifies that the production rate for the
qualifying and subsequent 12-month pe-
riod was not subject to manipulation
for the purpose of obtaining the benefit
of a royalty rate reduction, and the
royalty rate was calculated in accord-
ance with the instructions and proce-
dures in these regulations.

(b) Record retention. For seven years
after production on which the operator
claims a royalty rate reduction for
stripper well properties, the operator
must retain and make available to
BLM for inspection all documents on
which the calculation of the applicable
royalty rate under this section relies.

(c) Agency action. If a royalty rate is
improperly calculated, the MMS will
calculate the correct rate and inform
the operator/payors. Any additional
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royalties due are payable immediately
upon notification. Late payment or un-
derpayment charges will be assessed in
accordance with 30 CFR 218.102. The
BLM may terminate a royalty rate re-
duction if it is determined that the
production rate was manipulated by
the operator for the purpose of receiv-
ing a royalty rate reduction. Termi-
nations of royalty rate reductions will
be effective on the effective date of the
royalty rate reduction resulting from
the manipulated production rate (i.e.,
the termination will be retroactive to
the effective date of the improper re-
duction). The operator/payor shall pay
the difference in royalty resulting from
the retroactive application of the
unmanipulated rate. Late payment or
underpayment charges will be assessed
in accordance with 30 CFR 218.102.

[48 FR 33662, July 22, 1983; 48 FR 39225, Aug.
30, 1983, as amended at 49 FR 30448, July 30,
1984; 53 FR 17354, May 16, 1988; 57 FR 35973,
Aug. 11, 1992. Redesignated at 61 FR 4750,
Feb. 8, 1996; 70 FR 53074, Sept. 7, 2005; 75 FR
61626, Oct. 6, 2010]

§3103.4-3 Heavy oil
tions.

(a) Certification. The operator/payor
must use the applicable royalty rate
when submitting the required royalty
reports/payments to the Minerals Man-
agement Service (MMS). In submitting
royalty reports/payments using a roy-
alty rate reduction the operator/payor
must certify that the API oil gravity
for the initial and subsequent 12-month
periods was not subject to manipula-
tion or adulteration and the royalty
rate was determined in accordance
with the requirements and procedures.

(b) Agency action. If an operator/
payor incorrectly calculates the roy-
alty rate, the BLM will determine the
correct rate and notify the operator/
payor in writing. Any additional royal-
ties due are payable to MMS imme-
diately upon receipt of this notice.
Late payment or underpayment
charges will be assessed in accordance
with 30 CFR 218.102. The BLM will ter-
minate a royalty rate reduction for a
property if BLM determines that the
API oil gravity was manipulated or
adulterated by the operator/payor. Ter-
minations of royalty rate reductions
for individual properties will be effec-

royalty reduc-
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tive on the effective date of the royalty
rate reduction resulting from a manip-
ulated or adulterated API oil gravity
so that the termination will be retro-
active to the effective date of the im-
proper reduction. The operator/payor
must pay the difference in royalty re-
sulting from the retroactive applica-
tion of the non-manipulated rate. The
late payment or underpayment charges
will assessed in accordance with 30
CFR 218.102.

[61 FR 4750, Feb. 8, 1996, as amended at 75 FR
61626, Oct. 6, 2010]

§3103.4-4 Suspension
and/or production.

(a) A suspension of all operations and
production may be directed or con-
sented to by the authorized officer only
in the interest of conservation of nat-
ural resources. A suspension of oper-
ations only or a suspension of produc-
tion only may be directed or consented
to by the authorized officer in cases
where the lessee is prevented from op-
erating on the lease or producing from
the lease, despite the exercise of due
care and diligence, by reason of force
majeure, that is, by matters beyond the
reasonable control of the lessee. Appli-
cations for any suspension shall be
filed in the proper BLM office. Com-
plete information showing the neces-
sity of such relief shall be furnished.

(b) The term of any lease shall be ex-
tended by adding thereto the period of
the suspension, and no lease shall be
deemed to expire during any suspen-
sion.

(c) A suspension shall take effect as
of the time specified in the direction or
assent of the authorized officer, in ac-
cordance with the provisions of §3165.1
of this title.

(d) Rental and minimum royalty pay-
ments shall be suspended during any
period of suspension of all operations
and production directed or assented to
by the authorized officer beginning
with the first day of the lease month in
which the suspension of all operations
and production becomes effective, or if
the suspension of all operations and
production becomes effective on any
date other than the first day of a lease
month, beginning with the first day of
the lease month following such effec-
tive date. Rental and minimum royalty

of operations
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payments shall resume on the first day
of the lease month in which the suspen-
sion of all operations and production is
terminated. Where rentals are cred-
itable against royalties and have been
paid in advance, proper credit shall be
allowed on the next rental or royalty
due under the terms of the lease. Rent-
al and minimum royalty payments
shall not be suspended during any pe-
riod of suspension of operations only or
suspension of production only.

(e) Where all operations and produc-
tion are suspended on a lease on which
there is a well capable of producing in
paying quantities and the authorized
officer approves resumption of oper-
ations and production, such resump-
tion shall be regarded as terminating
the suspension, including the suspen-
sion of rental and minimum royalty
payments, as provided in paragraph (d)
of this section.

(f) The relief authorized under this
section also may be obtained for any
Federal lease included within an ap-
proved unit or cooperative plan of de-
velopment and operation. Unit or coop-
erative plan obligations shall not be
suspended by relief obtained under this
section but shall be suspended only in
accordance with the terms and condi-
tions of the specific unit or cooperative
plan.

[63 FR 17354, May 16, 1988. Redesignated at 61
FR 4750, Feb. 8, 1996]

Subpart 3104—Bonds

§3104.1 Bond obligations.

(a) Prior to the commencement of
surface disturbing activities related to
drilling operations, the lessee, oper-
ating rights owner (sublessee), or oper-
ator shall submit a surety or a per-
sonal bond, conditioned upon compli-
ance with all of the terms and condi-
tions of the entire leasehold(s) covered
by the bond, as described in this sub-
part. The bond amounts shall be not
less than the minimum amounts de-
scribed in this subpart in order to en-
sure compliance with the act, including
complete and timely plugging of the
well(s), reclamation of the Ilease
area(s), and the restoration of any
lands or surface waters adversely af-
fected by lease operations after the
abandonment or cessation of oil and
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gas operations on the lease(s) in ac-
cordance with, but not limited to, the
standards and requirements set forth
in §§3162.3 and 3162.5 of this title and
orders issued by the authorized officer.

(b) Surety bonds shall be issued by
qualified surety companies approved by
the Department of the Treasury (see
Department of the Treasury Circular
No. 570).

(c) Personal bonds shall be accom-
panied by:

(1) Certificate of deposit issued by a
financial institution, the deposits of
which are Federally insured, explicitly
granting the Secretary full authority
to demand immediate payment in case
of default in the performance of the
terms and conditions of the lease. The
certificate shall explicitly indicate on
its face that Secretarial approval is re-
quired prior to redemption of the cer-
tificate of deposit by any party;

(2) Cashier’s check;

(3) Certified check;

(4) Negotiable Treasury securities of
the United States of a value equal to
the amount specified in the bond. Ne-
gotiable Treasury securities shall be
accompanied by a proper conveyance to
the Secretary of full authority to sell
such securities in case of default in the
performance of the terms and condi-
tions of a lease; or

(b) Irrevocable letter of credit issued
by a financial institution, the deposits
of which are Federally insured, for a
specific term, identifying the Sec-
retary as sole payee with full authority
to demand immediate payment in the
case of default in the performance of
the terms and conditions of a lease.

Letters of credit shall be subject to
the following conditions:

(i) The letter of credit shall be issued
only by a financial institution orga-
nized or authorized to do business in
the United States;

(ii) The letter of credit shall be irrev-
ocable during its term. A letter of cred-
it used as security for any lease upon
which drilling has taken place and
final approval of all abandonment has
not been given, or as security for a
statewide or nationwide lease bond,
shall be forfeited and shall be collected
by the authorized officer if not re-
placed by other suitable bond or letter
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of credit at least 30 days before its ex-
piration date;

(iii) The letter of credit shall be pay-
able to the Bureau of Land Manage-
ment upon demand, in part or in full,
upon receipt from the authorized offi-
cer of a notice of attachment stating
the basis therefor, e.g., default in com-
pliance with the lease terms and condi-
tions or failure to file a replacement in
accordance with paragraph (c)(5)(ii) of
this section;

(iv) The initial expiration date of the
letter of credit shall be at least 1 year
following the date it is filed in the
proper BLM office; and

(v) The letter of credit shall contain
a provision for automatic renewal for
periods of not less than 1 year in the
absence of notice to the proper BLM of-
fice at least 90 days prior to the origi-
nally stated or any extended expiration
date.

[563 FR 22838, June 17, 1988]

§3104.2 Lease bond.

A lease bond may be posted by a les-
see, owner of operating rights (subles-
see), or operator in an amount of not
less than $10,000 for each lease condi-
tioned upon compliance with all of the
terms of the lease. Where 2 or more
principals have interests in different
formations or portions of the lease,
separate bonds may be posted. The op-
erator on the ground shall be covered
by a bond in his/her own name as prin-
cipal, or a bond in the name of the les-
see or sublessee, provided that a con-
sent of the surety, or the obligor in the
case of a personal bond, to include the
operator under the coverage of the
bond is furnished to the Bureau office
maintaining the bond.

[563 FR 22839, June 17, 1988]

§3104.3 Statewide nationwide

bonds.

(a) In lieu of lease bonds, lessees,
owners of operating rights (sublessees),
or operators may furnish a bond in an
amount of not less than $25,000 cov-
ering all leases and operations in any
one State.

(b) In lieu of lease bonds or statewide
bonds, lessees, owners of operating
rights (sublessees), or operators may
furnish a bond in an amount of not less

and
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than $150,000 covering all leases and op-
erations nationwide.

[63 FR 22839, June 17, 1988; 53 FR 31958, Aug.
22, 1988]

§3104.4 Unit operator’s bond.

In lieu of individual lease, statewide,
or nationwide bonds for operations con-
ducted on leases committed to an ap-
proved unit agreement, the unit oper-
ator may furnish a unit operator bond
in the manner set forth in §3104.1 of
this title. The amount of such a bond
shall be determined by the authorized
officer. The format for such a surety
bond is set forth in §3186.2 of this title.
Where a unit operator is covered by a
nationwide or statewide bond, coverage
for such a unit may be provided by a
rider to such bond specifically covering
the unit and increasing the bond in
such amount as may be determined ap-
propriate by the authorized officer.

[63 FR 22839, June 17, 1988]

§3104.5 Increased amount of bonds.

(a) When an operator desiring ap-
proval of an Application for Permit to
Drill has caused the Bureau to make a
demand for payment under a bond or
other financial guarantee within the 5-
year period prior to submission of the
Application for Permit to Drill, due to
failure to plug a well or reclaim lands
completely in a timely manner, the au-
thorized officer shall require, prior to
approval of the Application for Permit
to Drill, a bond in an amount equal to
the costs as estimated by the author-
ized officer of plugging the well and re-
claiming the disturbed area involved in
the proposed operation, or in the min-
imum amount as prescribed in this sub-
part, whichever is greater.

(b) The authorized officer may re-
quire an increase in the amount of any
bond whenever it is determined that
the operator poses a risk due to fac-
tors, including, but not limited to, a
history of previous violations, a notice
from the Service that there are uncol-
lected royalties due, or the total cost
of plugging existing wells and reclaim-
ing lands exceeds the present bond
amount based on the estimates deter-
mined by the authorized officer. The
increase in bond amount may be to any
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level specified by the authorized offi-
cer, but in no circumstances shall it
exceed the total of the estimated costs
of plugging and reclamation, the
amount of uncollected royalties due to
the Service, plus the amount of monies
owed to the lessor due to previous vio-
lations remaining outstanding.

[63 FR 22839, June 17, 1988]

§3104.6. Where filed and number of
copies.

All bonds shall be filed in the proper
BLM office on a current form approved
by the Director. A single copy executed
by the principal or, in the case of sur-
ety bonds, by both the principal and an
acceptable surety is sufficient. A bond
filed on a form not currently in use
shall be acceptable, unless such form
has been declared obsolete by the Di-
rector prior to the filing of such bond.
For purposes of §§3104.2 and 3104.3(a) of
this title, bonds or bond riders shall be
filed in the Bureau State office having
jurisdiction of the lease or operations
covered by the bond or rider. Nation-
wide bonds may be filed in any Bureau
State office (See §1821.2-1).

[63 FR 17354, May 16, 1988]

§3104.7 Default.

(a) Where, upon a default, the surety
makes a payment to the United States
of an obligation incurred under a lease,
the face amount of the surety bond or
personal bonds and the surety’s liabil-
ity thereunder shall be reduced by the
amount of such payment.

(b) After default, where the obliga-
tion in default equals or is less than
the face amount of the bond(s), the
principal shall either post a new bond
or restore the existing bond(s) to the
amount previously held or a larger
amount as determined by the author-
ized officer. In lieu thereof, the prin-
cipal may file separate or substitute
bonds for each lease covered by the de-
ficient bond(s). Where the obligation
incurred exceeds the face amount of
the bond(s), the principal shall make
full payment to the United States for
all obligations incurred that are in ex-
cess of the face amount of the bond(s)
and shall post a new bond in the
amount previously held or such larger
amount as determined by the author-
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ized officer. The restoration of a bond
or posting of a new bond shall be made
within 6 months or less after receipt of
notice from the authorized officer.
Failure to comply with these require-
ments may subject all leases covered
by such bond(s) to cancellation under
the provisions of §3108.3 of this title.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17354, May 16, 1988]

§3104.8 Termination of period of li-
ability.

The authorized officer shall not give
consent to termination of the period of
liability of any bond unless an accept-
able replacement bond has been filed or
until all the terms and conditions of
the lease have been met.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17355, May 16, 1988; 53 FR 31867, Aug. 22,
1988]

Subpart 3105—Cooperative
Conservation Provisions

§3105.1 Cooperative or unit agree-
ment.

The suggested contents of such an
agreement and the procedures for ob-
taining approval are contained in 43
CFR part 3180.

§3105.2 Communitization or drilling
agreements.

§3105.2-1 Where filed.

(a) Requests to communitize separate
tracts shall be filed, in triplicate, with
the proper BLM office.

(b) Where a duly executed agreement
is submitted for final Departmental ap-
proval, a minimum of 3 signed counter-
parts shall be submitted. If State lands
are involved, 1 additional counterpart
shall be submitted.

§3105.2-2 Purpose.

When a lease or a portion thereof
cannot be independently developed and
operated in conformity with an estab-
lished well-spacing or well-develop-
ment program, the authorized officer
may approve communitization or drill-
ing agreements for such lands with
other lands, whether or not owned by
the United States, upon a determina-
tion that it is in the public interest.
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Operations or production under such an
agreement shall be deemed to be oper-
ations or production as to each lease
committed thereto.

§3105.2-3 Requirements.

(a) The communitization or drilling
agreement shall describe the separate
tracts comprising the drilling or spac-
ing unit, shall show the apportionment
of the production or royalties to the
several parties and the name of the op-
erator, and shall contain adequate pro-
visions for the protection of the inter-
ests of the United States. The agree-
ment shall be signed by or on behalf of
all necessary parties and shall be filed
prior to the expiration of the Federal
lease(s) involved in order to confer the
benefits of the agreement upon such
lease(s).

(b) The agreement shall be effective
as to the Federal lease(s) involved only
if approved by the authorized officer.
Approved communitization agreements
are considered effective from the date
of the agreement or from the date of
the onset of production from the
communitized formation, whichever is
earlier, except when the spacing unit is
subject to a State pooling order after
the date of first sale, then the effective
date of the agreement may be the ef-
fective date of the order.

(c) The public interest requirement
for an approved communitization
agreement shall be satisfied only if the
well dedicated thereto has been com-
pleted for production in the
communitized formation at the time
the agreement is approved or, if not,
that the operator thereafter com-
mences and/or diligently continues
drilling operations to a depth sufficient
to test the communitized formation or
establish to the satisfaction of the au-
thorized officer that further drilling of
the well would be unwarranted or im-
practicable. If an application is re-
ceived for voluntary termination of a
communitization agreement during its
fixed term or such an agreement auto-
matically expires at the end of its fixed
term without the public interest re-
quirement having been satisfied, the
approval of that agreement by the au-
thorized officer shall be invalid and no

§3105.4-2

Federal lease shall be eligible for ex-
tension under §3107.4 of this title.

[63 FR 17355, May 16, 1988]

§3105.3 Operating, drilling or develop-
ment contracts.

§3105.3-1 Where filed.

A contract submitted for approval
under this section shall be filed with
the proper BLM office, together with
enough copies to permit retention of 5
copies by the Department after ap-
proval.

§3105.3-2 Purpose.

Approval of operating, drilling or de-
velopment contracts ordinarily shall be
granted only to permit operators or
pipeline companies to enter into con-
tracts with a number of lessees suffi-
cient to justify operations on a scale
large enough to justify the discovery,
development, production or transpor-
tation of oil or gas and to finance the
same.

§3105.3-3 Requirements.

The contract shall be accompanied
by a statement showing all the inter-
ests held by the contractor in the area
or field and the proposed or agreed plan
for development and operation of the
field. All the contracts held by the
same contractor in the area or field
shall be submitted for approval at the
same time and full disclosure of the
projects made.

§3105.4 Combination for joint oper-
ations or for transportation of oil.

§3105.4-1 Where filed.

An application under this section to-
gether with sufficient copies to permit
retention of 5 copies by the Depart-
ment after approval shall be filed with
the proper BLM office.

[48 FR 33662, July 22, 1983, as amended at 49
FR 2113, Jan. 18, 1984]

§3105.4-2 Purpose.

Upon obtaining approval of the au-
thorized officer, lessees may combine
their interests in leases for the purpose
of constructing and carrying on the
business of a refinery or of establishing
and constructing as a common carrier

353



§3105.4-3

a pipeline or lines or railroads to be op-
erated and used by them jointly in the
transportation of oil or gas from their
wells or from the wells of other lessees.

§3105.4-3 Requirements.

The application shall show a reason-
able need for the combination and that
it will not result in any concentration
of control over the production or sale
of oil and gas which would be incon-
sistent with the anti-monopoly provi-
sions of law.

§3105.4-4 Rights-of-way.

Rights-of-way for pipelines may be
granted as provided in part 2880 of this
title.

§3105.5 Subsurface storage of oil and
gas.

§3105.5-1 Where filed.

(a) Applications for subsurface stor-
age shall be filed in the proper BLM of-
fice.

(b) Enough copies of the final agree-
ment signed by all the parties in inter-
est shall be submitted to permit the re-
tention of 5 copies by the Department
after approval.

§3105.5-2 Purpose.

In order to avoid waste and to pro-
mote conservation of natural re-
sources, the Secretary, upon applica-
tion by the interested parties, may au-
thorize the subsurface storage of oil
and gas, whether or not produced from
lands owned by the United States.
Such authorization shall provide for
the payment of such storage fee or
rental on the stored oil or gas as may
be determined adequate in each case,
or, in lieu thereof, for a royalty other
than that prescribed in the lease when
such stored oil or gas is produced in
conjunction with oil or gas not pre-
viously produced.

§3105.5-3 Requirements.

The agreement shall disclose the
ownership of the lands involved, the
parties in interest, the storage fee,
rental or royalty offered to be paid for
such storage and all essential informa-
tion showing the necessity for such
project.
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§3105.5-4 Extension of lease term.

Any lease used for the storage of oil
or gas shall be extended for the period
of storage under an approved agree-
ment. The obligation to pay annual
lease rent continues during the ex-
tended period.

§3105.6 Consolidation of leases.

BLM may approve consolidation of
leases if we determine that there is suf-
ficient justification and it is in the
public interest. Each application for a
consolidation of leases must include
payment of the processing fee found in
the fee schedule in §3000.12 of this
chapter. Each application for consoli-
dation of leases shall be considered on
its own merits. Leases to different les-
sees for different terms, rental and roy-
alty rates, and those containing provi-
sions required by law that cannot be
reconciled, shall not be consolidated.
The effective date of a consolidated
lease shall be that of the oldest lease
involved in the consolidation.

[63 FR 17355, May 16, 1988, as amended at 70
FR 58874, Oct. 7, 2005]

Subpart 3106—Transfers by As-
signment, Sublease or Other-
wise

SOURCE: 53 FR 17355, May 16, 1988, unless
otherwise noted.

§3106.1 Transfers, general.

(a) Leases may be transferred by as-
signment or sublease as to all or part
of the acreage in the lease or as to ei-
ther a divided or undivided interest
therein. An assignment of a separate
zone or deposit, or of part of a legal
subdivision, shall be disapproved.

(b) An assignment of less than 640
acres outside Alaska or of less than
2,660 acres within Alaska shall be dis-
approved unless the assignment con-
stitutes the entire lease or is dem-
onstrated to further the development
of oil and gas to the satisfaction of the
authorized officer. Execution and sub-
mission of a request for approval of
such an assignment shall certify that
the assignment would further the de-
velopment of oil and gas, subject to the
provisions of §3102.5-3 of this title. The
rights of the transferee to a lease or an
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interest therein shall not be recognized
by the Department until the transfer
has been approved by the authorized of-
ficer. A transfer may be withdrawn in
writing, signed by the transferor and
the transferee, if the transfer has not
been approved by the authorized offi-
cer. A request for approval of a transfer
of a lease or interest in a lease shall be
filed within 90 days from the date of its
execution. The 90-day filing period
shall begin on the date the transferor
signs and dates the transfer. If the
transfer is filed after the 90th day, the
authorized officer may require
verification that the transfer is still in
force and effect. A transfer of produc-
tion payments or overriding royalty or
other similar payments, arrangements,
or interests shall be filed in the proper
BLM office but shall not require ap-
proval.

(c) No transfer of an offer to lease or
interest in a lease shall be approved
prior to the issuance of the lease.

[63 FR 22839, June 17, 1988]

§3106.2 Qualifications of transferees.

Transferees shall comply with the
provisions of subpart 3102 of this title
and post any bond that may be re-
quired.

§3106.3 Fees.

Each transfer of record title or of op-
erating rights (sublease) for each lease
must include payment of the proc-
essing fee for assignments and trans-
fers found in the fee schedule in
§3000.12 of this chapter. Each request
for a transfer to an heir or devisee, re-
quest for a change of name, or notifica-
tion of a corporate merger under
§3106.8, must include payment of the
processing fee for name changes, cor-
porate mergers or transfers to heir/dev-
isee found in the fee schedule in
§3000.12 of this chapter. Each transfer
of overriding royalty or payment out of
production must include payment of
the processing fee for overriding roy-
alty transfers or payments out of pro-
ductions found in the fee schedule in
§3000.12 of this chapter for each lease
to which it applies.

[70 FR 58874, Oct. 7, 2005]

§3106.4-3

§3106.4 Forms.

§3106.4-1 Transfers of record title and
of operating rights (subleases).

Each transfer of record title or of an
operating right (sublease) shall be filed
with the proper BLM office on a cur-
rent form approved by the Director or
exact reproductions of the front and
back of such form. A transfer filed on a
form not currently in use shall be ac-
ceptable, unless such form has been de-
clared obsolete by the Director prior to
the filing of the transfer. A separate
form for each transfer, in triplicate,
originally executed shall be filed for
each lease out of which a transfer is
made. Only 1 originally executed copy
of a transferee’s request for approval
for each transfer shall be required, in-
cluding in those instances where sev-
eral transfers to a transferee have been
submitted at the same time (See also
§3106.4-3). Copies of documents other
than the current form approved by the
Director shall not be submitted. How-
ever, reference(s) to other documents
containing information affecting the
terms of the transfer may be made on
the submitted form.

§3106.4-2 Transfers of other interests,
including royalty interests and pro-
duction payments.

(a) Each transfer of overriding roy-
alty interest, payment out of produc-
tion or similar interests created or re-
served in a lease in conjunction with a
transfer of record title or of operating
rights (sublease) shall be described for
each lease on the current form when
filed.

(b) Each transfer of overriding roy-
alty interest, payment out of produc-
tion or similar interests created or re-
served in a lease independently of a
transfer of record title or of operating
rights (sublease), if not filed on the
current form, shall be described and
shall include the transferee’s executed
statement as to his/her qualifications
under subpart 3102 of this title. A sin-
gle executed copy of each such transfer
of other interests for each lease shall
be filed with the proper BLM office.

§3106.4-3 Mass transfers.

(a) A mass transfer may be utilized in
lieu of the provisions of §§3106.4-1 and
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3106.4-2 of this title when a transferor
transfers interests of any type in a
large number of Federal leases to the
same transferee.

(b) Three originally executed copies
of the mass transfer shall be filed with
each proper BLM office administering
any lease affected by the mass transfer.
The transfer shall be on a current form
approved by the Director or an exact
reproduction of both sides thereof, with
an exhibit attached to each copy list-
ing the following for each lease:

(1) The serial number;

(2) The type and percent of interest
being conveyed; and

(3) A description of the lands affected
by the transfer in accordance with
§3106.5 of this title.

(c) One reproduced copy of the form
required by paragraph (b) of this sec-
tion shall be filed with the proper BLM
office for each lease involved in the
mass transfer. A copy of the exhibit for
each lease may be limited to line items
pertaining to individual leases as long
as that line item includes the informa-
tion required by paragraph (b) of this
section.

(d) Include with your mass transfer
the processing fee for assignments and
transfers found in the fee schedule in
§3000.12 of this chapter for each such
interest transferred for each lease.

[63 FR 17355, May 16, 1988, as amended at 70
FR 58874, Oct. 7, 2005]

§3106.5 Description of lands.

Each transfer of record title shall de-
scribe the lands involved in the same
manner as the lands are described in
the lease or in the manner required by
§3110.5 of this title, except no land de-
scription is required when 100 percent
of the entire area encompassed within
a lease is conveyed.

[48 FR 33662, July 22, 1983, as amended at 55
FR 12350, Apr. 3, 1990]

§3106.6 Bonds.

§3106.6-1 Lease bond.

Where a lease bond is maintained by
the lessee or operating rights owner
(sublessee) in connection with a par-
ticular lease, the transferee of record
title interest or operating rights in
such lease shall furnish, if bond cov-
erage continues to be required, either a

43 CFR Ch. Il (10-1-11 Edition)

proper bond or consent of the surety
under the existing bond to become co-
principal on such bond if the trans-
feror’s bond does not expressly contain
such consent. Where bond coverage is
provided by an operator, the new oper-
ator shall furnish an appropriate re-
placement bond or provide evidence of
consent of the surety under the exist-
ing bond to become co-principal on
such bond.

§3106.6-2 Statewide/nationwide bond.

If the transferee is maintaining a
statewide or nationwide bond, a lease
bond shall not be required, but the
amount of the bond may be increased
to an amount determined by the au-
thorized officer in accordance with the
provisions of §3104.5 of this title.

§3106.7 Approval of transfer.

§3106.7-1 Failure to qualify.

No transfer of record title or of oper-
ating rights (sublease) shall be ap-
proved if the transferee or any other
parties in interest are not qualified to
hold the transferred interest(s), or if
the bond, should one be required, is in-
sufficient. Transfers are approved for
administrative purposes only. Approval
does not warrant or certify that either
party to a transfer holds legal or equi-
table title to a lease.

§3106.7-2 If I transfer my lease, what
is my continuing obligation?

(a) You are responsible for per-
forming all obligations under the lease
until the date BLM approves an assign-
ment of your record title interest or
transfer of your operating rights.

(b) After BLM approves the assign-
ment or transfer, you will continue to
be responsible for lease obligations
that accrued before the approval date,
whether or not they were identified at
the time of the assignment or transfer.
This includes paying compensatory
royalties for drainage. It also includes
responsibility for plugging wells and
abandoning facilities you drilled, in-
stalled, or used before the effective
date of the assignment or transfer.

[66 FR 1892, Jan. 10, 2001]
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§3106.7-3 Lease account status.

A transfer of record title or of oper-
ating rights (sublease) in a producing
lease shall not be approved unless the
lease account is in good standing.

§3106.7-4 Effective date of transfer.

The signature of the authorized offi-
cer on the official form shall constitute
approval of the transfer of record title
or of operating rights (sublease) which
shall take effect as of the first day of
the lease month following the date of
filing in the proper BLM office of all
documents and statements required by
this subpart and an appropriate bond,
if one is required.

§3106.7-5 Effect of transfer.

A transfer of record title to 100 per-
cent of a portion of the lease seg-
regates the transferred portion and the
retained portion into separate leases.
Each resulting lease retains the anni-
versary date and the terms and condi-
tions of the original lease. A transfer of
an undivided record title interest or a
transfer of operating rights (sublease)
shall not segregate the transferred and
retained portions into separate leases.

§3106.7-6 If I acquire a lease by an as-
signment or transfer, what obliga-
tions do I agree to assume?

(a) If you acquire record title interest
in a Federal lease, you agree to comply
with the terms of the original lease
during your lease tenure. You assume
the responsibility to plug and abandon
all wells which are no longer capable of
producing, reclaim the lease site, and
remedy all environmental problems in
existence and that a purchaser exer-
cising reasonable diligence should have
known at the time. You must also
maintain an adequate bond to ensure
performance of these responsibilities.

(b) If you acquire operating rights in
a Federal lease, you agree to comply
with the terms of the original lease as
it applies to the area or horizons in
which you acquired rights. You must
plug and abandon all unplugged wells,
reclaim the lease site, and remedy all
environmental problems in existence
and that a purchaser exercising reason-
able diligence should have known at
the time you receive the transfer. You
must also maintain an adequate bond

§3106.8-3

to ensure performance of these respon-
sibilities.

[66 FR 1892, Jan. 10, 2001]

§3106.8 Other types of transfers.

§3106.8-1 Heirs and devisees.

(a) If an offeror, applicant, lessee or
transferee dies, his/her rights shall be
transferred to the heirs, devisees, ex-
ecutor or administrator of the estate,
as appropriate, upon the filing of a
statement that all parties are qualified
to hold a lease in accordance with sub-
part 3102 of this title. Include the proc-
essing fee for transfers to heir/devisee
found in the fee schedule in §3000.12 of
this chapter with your request to
transfer lease rights. A bond rider or
replacement bond may be required for
any bond(s) previously furnished by the
decedent.

(b) Any ownership or interest other-
wise forbidden by the regulations in
this group which may be acquired by
descent, will, judgement or decree may
be held for a period not to exceed 2
years after its acquisition. Any such
forbidden ownership or interest held
for a period of more than 2 years after
acquisition shall be subject to can-
cellation.

[63 FR 17355, May 16, 1988, as amended at 70
FR 58874, Oct. 7, 2005]

§3106.8-2 Change of name.

A change of name of a lessee shall be
reported to the proper BLM office. In-
clude the processing fee for name
change found in the fee schedule in
§3000.12 of this chapter with your no-
tice of name change. The notice of
name change shall be submitted in
writing and be accompanied by a list of
the serial numbers of the leases af-
fected by the name change. If a bond(s)
has been furnished, change of name
may be made by surety consent or a
rider to the original bond or by a re-
placement bond.

[63 FR 17355, May 16, 1988, as amended at 70
FR 58874, Oct. 7, 2005]
§3106.8-3 Corporate merger.

Where a corporate merger affects
leases situated in a State where the
transfer of property of the dissolving
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corporation to the surviving corpora-
tion is accomplished by operation of
law, no transfer of any affected lease
interest is required. A notification of
the merger shall be furnished with a
list, by serial number, of all lease in-
terests affected. Include the processing
fee for corporate merger found in the
fee schedule in §3000.12 of this chapter
with your notification of a corporate
merger. A bond rider or replacement
bond conditioned to cover the obliga-
tions of all affected corporations may
be required by the authorized officer as
a prerequisite to recognition of the
merger.

[63 FR 17355, May 16, 1988, as amended at 70
FR 58874, Oct. 7, 2005]

Subpart 3107—Continuation,
Extension or Renewal

§3107.1 Extension by drilling.

Any lease on which actual drilling
operations were commenced prior to
the end of its primary term and are
being diligently prosecuted at the end
of the primary term or any lease which
is part of an approved communitization
agreement or cooperative or unit plan
of development or operation upon
which such drilling takes place, shall
be extended for 2 years subject to the
rental being timely paid as required by
§3103.2 of this title, and subject to the
provisions of §3105.2-3 and §3186.1 of
this title, if applicable. Actual drilling
operations shall be conducted in a
manner that anyone seriously looking
for oil or gas could be expected to
make in that particular area, given the
existing knowledge of geologic and
other pertinent facts. In drilling a new
well on a lease or for the benefit of a
lease under the terms of an approved
agreement or plan, it shall be taken to
a depth sufficient to penetrate at least
1 formation recognized in the area as
potentially productive of oil or gas, or
where an existing well is reentered, it
shall be taken to a depth sufficient to
penetrate at least 1 new and deeper for-
mation recognized in the area as poten-
tially productive of oil or gas. The au-
thorized officer may determine that
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further drilling is unwarranted or im-
practicable.

[48 FR 33662, July 22, 1983, as amended at 49
FR 2113, Jan. 18, 1984; 53 FR 17357, May 16,
1988; 53 FR 22839, June 17, 1988]

§3107.2 Production.

§3107.2-1 Continuation by production.

A lease shall be extended so long as
oil or gas is being produced in paying
quantities.

§3107.2-2 Cessation of production.

A lease which is in its extended term
because of production in paying quan-
tities shall not terminate upon ces-
sation of production if, within 60 days
thereafter, reworking or drilling oper-
ations on the leasehold are commenced
and are thereafter conducted with rea-
sonable diligence during the period of
nonproduction. The 60-day period com-
mences upon receipt of notification
from the authorized officer that the
lease is not capable of production in
paying quantities.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17357, May 16, 1988; 53 FR 22840, June 17,
1988]

§3107.2-3 Leases capable of produc-
tion.

No lease for lands on which there is a
well capable of producing oil or gas in
paying quantities shall expire because
the lessee fails to produce the same,
unless the lessee fails to place the lease
in production within a period of not
less than 60 days as specified by the au-
thorized officer after receipt of notice
by certified mail from the authorized
officer to do so. Such production shall
be continued unless and until suspen-
sion of production is granted by the au-
thorized officer.

[48 FR 33662, July 22, 1983, as amended at 53
FR 22840, June 17, 1988; 53 FR 31958, Aug. 22,
1988]

§3107.3 Extension for terms of cooper-
ative or unit plan.

§3107.3-1 Leases committed to plan.

Any lease or portion of a lease, ex-
cept as described in §3107.3-3 of this
title, committed to a cooperative or
unit plan that contains a general provi-
sion for allocation of oil or gas shall
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continue in effect so long as the lease
or portion thereof remains subject to
the plan; Provided, That there is pro-
duction of oil or gas in paying quan-
tities under the plan prior to the expi-
ration date of such lease.

§3107.3-2 Segregation of leases com-
mitted in part.

Any lease committed after July 29,
1954, to any cooperative or unit plan,
which covers lands within and lands
outside the area covered by the plan,
shall be segregated, as of the effective
date of wunitization, into separate
leases; one covering the lands com-
mitted to the plan, the other lands not
committed to the plan. The segregated
lease covering the nonunitized portion
of the lands shall continue in force and
effect for the term of the lease or for 2
years from the date of segregation,
whichever is longer. However, for any
lease segregated from a unit, if the
public interest requirement for the
unit is not satisfied, such segregation
shall be declared invalid by the author-
ized officer. Further, the segregation
shall be conditioned to state that no
operations shall be approved on the
segregated portion of the lease past the
expiration date of the original lease
until the public interest requirement of
the unit has been satisfied.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17357, May 16, 1988]

§3107.3-3 20-year lease or any renewal
thereof.

Any lease issued for a term of 20
years, or any renewal thereof, com-
mitted to a cooperative or unit plan
approved by the Secretary, or any por-
tion of such lease so committed, shall
continue in force so long as committed
to the plan, beyond the expiration date
of its primary term. This provision
does not apply to that portion of any
such lease which is not included in the
cooperative or unit plan unless the
lease was so committed prior to August
8, 1946.

§3107.4 Extension by elimination.

Any lease eliminated from any ap-
proved or prescribed cooperative or
unit plan or from any communitization
or drilling agreement authorized by the
Act and any lease in effect at the ter-

§3107.6

mination of such plan or agreement,
unless relinquished, shall continue in
effect for the original term of the lease
or for 2 years after its elimination from
the plan or agreement or after the ter-
mination of the plan or agreement,
whichever is longer, and for so long
thereafter as oil or gas is produced in
paying quantities. No lease shall be ex-
tended if the public interest require-
ment for an approved cooperative or
unit plan or a communitization agree-
ment has not been satisifed as deter-
mined by the authorized officer.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17357, May 16, 1988]

§3107.5 Extension of leases segregated
by assignment.

§3107.5-1 Extension after discovery on
other segregated portions.

Any lease segregated by assignment,
including the retained portion, shall
continue in effect for the primary term
of the original lease, or for 2 years
after the date of first discovery of oil
or gas in paying quantities upon any
other segregated portion of the original
lease, whichever is the longer period.

§3107.5-2 Undeveloped parts of leases
in their extended term.

Undeveloped parts of leases retained
or assigned out of leases which are in
their extended term shall continue in
effect for 2 years after the effective
date of assignment, provided the par-
ent lease was issued prior to September
2, 1960.

§3107.5-3 Undeveloped parts of pro-
ducing leases.

Undeveloped parts of leases retained
or assigned out of leases which are ex-
tended by production, actual or sus-
pended, or the payment of compen-
satory royalty shall continue in effect
for 2 years after the effective date of
assignment and for so long thereafter
as o0il or gas is produced in paying
quantities.

§3107.6 Extension of reinstated leases.

Where a reinstatement of a termi-
nated lease is granted under §3108.2 of
this title and the authorized officer
finds that the reinstatement will not
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afford the lessee a reasonable oppor-
tunity to continue operations under
the lease, the authorized officer may
extend the term of such lease for a pe-
riod sufficient to give the lessee such
an opportunity. Any extension shall be
subject to the following conditions:

(a) No extension shall exceed a period
equal to the unexpired portion of the
lease or any extension thereof remain-
ing at the date of termination.

(b) When the reinstatement occurs
after the expiration of the term or ex-
tension thereof, the lease may be ex-
tended from the date the authorized of-
ficer grants the petition, but in no
event for more than 2 years from the
date the reinstatement is authorized
and so long thereafter as oil or gas is
produced in paying quantities.

[48 FR 33662, July 22, 1983, as amended at 49
FR 30448, July 30, 1984; 53 FR 17357, May 16,
1988]

§3107.7 Exchange leases: 20-year term.

Any lease which issued for a term of
20 years, or any renewal thereof, or
which issued in exchange for a 20-year
lease prior to August 8, 1946, may be ex-
changed for a new lease. Such new
lease shall be issued for a primary term
of 5 years. The lessee must file an ap-
plication to exchange a lease for a new
lease, in triplicate, at the proper BLM
office. The application must show full
compliance by the applicant with the
terms of the lease and applicable regu-
lations, and must include payment of
the processing fee for lease renewal or
exchange found in the fee schedule in
§3000.12 of this chapter. Execution of
the exchange lease by the applicant is
certification of compliance with §3102.5
of this title.

[48 FR 33662, July 22, 1983, as amended at 53
FR 22840, June 17, 1988; 70 FR 58874, Oct. 7,
2005]

§3107.8 Renewal leases.

§3107.8-1 Requirements.

(a) Twenty year leases and renewals
thereof may be renewed for successive
terms of 10 years. Any application for
renewal of a lease shall be made by the
lessee, and may be joined in or con-
sented to by the operator. The applica-
tion shall show whether all monies due
the United States have been paid and
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whether operations under the lease
have been conducted in compliance
with the applicable regulations.

(b) The applicant or his/her operator
shall furnish, in triplicate, with the ap-
plication for renewal, copies of all
agreements not theretofore filed pro-
viding for overriding royalties or other
payments out of production from the
lease which will be in existence as of
the date of its expiration.

[48 FR 33662, July 22, 1983, as amended at 53
FR 22840, June 17, 1988]

§3107.8-2 Application.

File your application to renew your
lease in triplicate in the proper BLM
office at least 90 days, but not more
than 6 months, before your lease ex-
pires. Include the processing fee for
lease renewal or exchange found in the
fee schedule in §3000.12 of this chapter.

[70 FR 58874, Oct. 7, 2005]

§3107.8-3 Approval.

(a) Copies of the renewal lease, in
triplicate, dated the first day of the
month following the month in which
the original lease terminated, shall be
forwarded to the lessee for execution.
Upon receipt of the executed lease
forms, which constitutes certification
of compliance with §3102.5 of this title,
and any required bond, the authorized
officer shall execute the lease and de-
liver 1 copy to the lessee.

(b) If overriding royalties and pay-
ments out of production or similar in-
terests in excess of 5 percent of gross
production constitute a burden to lease
operations that will retard, or impair,
or cause premature abandonment, the
lease application shall be suspended
until overriding royalties and pay-
ments out of production or similar in-
terests are reduced to not more then 5
percent of the value of the production.
If the holders of outstanding overriding
royalty or other interests payable out
of production, the operator and the les-
see are unable to enter into a mutually
fair and equitable agreement, any of
the parties may apply for a hearing at
which all interested parties may be
heard and written statements pre-
sented. Thereupon, a final decision will
be rendered by the Department, out-
lining the conditions acceptable to it
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as a basis for a fair and reasonable ad-
justment of the excessive overriding
royalties and other payments out of
production and an opportunity shall be
afforded within a fixed period of time
to submit proof that such adjustment
has been effected. Upon failure to sub-
mit such proof within the time so
fixed, the application for renewal shall
be denied.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17357, May 16, 1988; 53 FR 22840, June 17,
1988]

§3107.9 Other types.

§3107.9-1 Payment of compensatory
royalty.

The payment of compensatory roy-
alty shall extend the term of any lease
for the period during which such com-
pensatory royalty is paid and for a pe-
riod of 1 year from the discontinuance
of such payments.

§3107.9-2 Subsurface storage of oil
and gas.

See §3105.5-4 of this title.

Subpart 3108—Relinquishment,
Termination, Cancellation

§3108.1 As a lessee, may I relinquish
my lease?

You may relinquish your lease or any
legal subdivision of your lease at any
time. You must file a written relin-
quishment with the BLM State Office
with jurisdiction over your lease. All
lessees holding record title interests in
the lease must sign the relinquish-
ment. A relinquishment takes effect on
the date you file it with BLM. How-
ever, you and the party that issued the
bond will continue to be obligated to:

(a) Make payments of all accrued
rentals and royalties, including pay-
ments of compensatory royalty due for
all drainage that occurred before the
relinquishments;

(b) Place all wells to be relinquished
in condition for suspension or abandon-
ment as BLM requires; and

(c) Complete reclamation of the
leased sites after stopping or aban-
doning o0il and gas operations on the

§3108.2-1

lease, under a plan approved by the ap-
propriate surface management agency.

[66 FR 1892, Jan. 10, 2001]

§3108.2 Termination by operation of
law and reinstatement.

§3108.2-1 Automatic termination.

(a) Except as provided in paragraph
(b) of this section, any lease on which
there is no well capable of producing
oil or gas in paying quantities shall
automatically terminate by operation
of law (30 U.S.C. 188) if the lessee fails
to pay the rental at the designated
Service office on or before the anniver-
sary date of such lease. However, if the
designated Service office is closed on
the anniversary date, a rental payment
received on the next day the Service of-
fice is open to the public shall be con-
sidered as timely made.

(b) If the rental payment due under a
lease is paid on or before its anniver-
sary date but the amount of the pay-
ment is deficient and the deficiency is
nominal as defined in this section, or
the amount of payment made was de-
termined in accordance with the rental
or acreage figure stated in a bill ren-
dered by the designated Service office,
or decision rendered by the authorized
officer, and such figure is found to be
in error resulting in a deficiency, such
lease shall not have automatically ter-
minated unless the lessee fails to pay
the deficiency within the period pre-
scribed in the Notice of Deficiency pro-
vided for in this section. A deficiency
shall be considered nominal if it is not
more than $100 or more than 5 percent
of the total payment due, whichever is
less. The designated Service office
shall send a Notice of Deficiency to the
lessee. The Notice shall be sent by cer-
tified mail, return receipt requested,
and shall allow the lessee 15 days from
the date of receipt or until the due
date, whichever is later, to submit the
full balance due to the designated
Service office. If the payment required
by the Notice is not paid within the
time allowed, the lease shall have ter-
minated by operation of law as of its
anniversary date.

[48 FR 33662, July 22, 1983, as amended at 49
FR 11637, Mar. 27, 1984; 49 FR 30448, July 30,
1984; 53 FR 17357, May 16, 1988]
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§3108.2-2 Reinstatement at existing
rental and royalty rates: Class I re-
instatements.

(a) Except as hereinafter provided,
the authorized officer may reinstate a
lease which has terminated for failure
to pay on or before the anniversary
date the full amount of rental due, pro-
vided that:

(1) Such rental was paid or tendered
within 20 days after the anniversary
date; and

(2) It is shown to the satisfaction of
the authorized officer that the failure
to timely submit the full amount of
the rental due was either justified or
not due to a lack of reasonable dili-
gence on the part of the lessee (reason-
able diligence shall include a rental
payment which is postmarked by the
U.S. Postal Service, common carrier,
or their equivalent (not including pri-
vate postal meters) on or before the
lease anniversary date or, if the des-
ignated Service office is closed on the
anniversary date, postmarked on the
next day the Service office is open to
the public); and

(3) A petition for reinstatement, the
processing fee for lease reinstatement,
Class I, found in the fee schedule in
§3000.12 of this chapter, and the re-
quired rental, including any back rent-
al that has accrued from the date of
the termination of the lease, are filed
with the proper BLM office within 60
days after receipt of Notice of Termi-
nation of Lease due to late payment of
rental. If a terminated lease becomes
productive prior to the time the lease
is reinstated, all required royalty that
has accrued shall be paid to the Serv-
ice.

(b) The burden of showing that the
failure to pay on or before the anniver-
sary date was justified or not due to
lack of reasonable diligence shall be on
the lessee.

(¢c) Under no circumstances shall a
terminated lease be reinstated if:

(1) A valid oil and gas lease has been
issued prior to the filing of a petition
for reinstatement affecting any of the
lands covered by that terminated lease;
or

(2) The oil and gas interests of the
United States in the lands have been
disposed of or otherwise have become
unavailable for leasing.
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(d) The authorized officer shall not
issue a lease for lands which have been
covered by a lease which terminated
automatically until 90 days after the
date of termination.

[49 FR 30448, July 30, 1984, as amended at 53
FR 17357, May 16, 1988; 70 FR 58874, Oct. 7,
2005]

§3108.2-3 Reinstatement at higher
rental and royalty rates: Class II re-
instatements.

(a) The authorized officer may, if the
requirements of this section are met,
reinstate an oil and gas lease which
was terminated by operation of law for
failure to pay rental timely when the
rental was not paid or tendered within
20 days of the termination date and it
is shown to the satisfaction of the au-
thorized officer that such failure was
justified or not due to a lack of reason-
able diligence, or no matter when the
rental was paid, it is shown to the sat-
isfaction of the authorized officer that
such failure was inadvertent.

(b)(1) Leases that terminate on or be-
fore August 8, 2005, may be reinstated
if the required back rental and royalty
at the increased rates accruing from
the date of termination, together with
a petition for reinstatement, are filed
on or before the earlier of:

(1) Sixty days after the receipt of the
Notice of Termination sent to the les-
see of record, whether by return of
check or any form of actual notice; or

(ii) Fifteen months after termination
of the lease.

(2) Leases that terminate after Au-
gust 8, 20056 may be reinstated if the re-
quired back rental and royalty at the
increased rates accruing from the date
of termination, together with a peti-
tion for reinstatement, are filed on or
before the earlier of:

(i) Sixty days after the last date that
any lessee of record received Notice of
Termination by certified mail; or

(ii) Twenty four months after termi-
nation of the lease.

(3) After determining that the re-
quirements for filing of the petition for
reinstatement have been timely met,
the authorized officer may reinstate
the lease if:

(i) No valid lease has been issued
prior to the filing of the petition for re-
instatement affecting any of the lands
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covered by the terminated lease,
whether such lease is still in effect or
not;

(ii) The oil and gas interests of the
United States in the lands have not
been disposed of or have not otherwise
become unavailable for leasing;

(iii) Payment of all back rentals and
royalties at the rates established for
the reinstated lease, including the re-
lease to the United States of funds
being held in escrow, as appropriate;

(iv) An agreement has been signed by
the lessee and attached to and made a
part of the lease specifying future rent-
als at the applicable rates specified for
reinstated leases in §3103.2-2 of this
title and future royalties at the rates
set in §3103.3-1 of this title for all pro-
duction removed or sold from such
lease or shared by such lease from pro-
duction allocated to the lease by virtue
of its participation in a unit or
communitization agreement or other
form of approved joint development
agreement or plan;

(v) A notice of the proposed rein-
statement of the terminated lease and
the terms and conditions of reinstate-
ment has been published in the FED-
ERAL REGISTER at least 30 days prior to
the date of reinstatement for which the
lessee shall reimburse the Bureau for
the full costs incurred in the pub-
lishing of said notice; and

(vi) The lessee has paid the Bureau a
nonrefundable administrative fee of
$500.

(c) The authorized officer shall not,
after the receipt of a petition for rein-
statement, issue a new lease affecting
any of the lands covered by the termi-
nated lease until all action on the peti-
tion is final.

(d) The authorized officer shall fur-
nish to the Chairpersons of the Com-
mittee on Interior and Insular Affairs
of the House of Representatives and of
the Committee on Energy and Natural
Resources of the Senate, at least 30
days prior to the date of reinstate-
ment, a copy of the notice, together
with information concerning rental,
royalty, volume of production, if any,
and any other matter which the au-
thorized officer considers significant in
making the determination to reinstate.

(e) If the authorized officer reinstates
the lease, the reinstatement shall be as

§3108.2-4

of the date of termination, for the un-
expired portion of the original lease or
any extension thereof remaining on the
date of termination, and so long there-
after as oil or gas is produced in paying
quantities. Where a lease is reinstated
under this section and the authorized
officer finds that the reinstatement of
such lease either (1) occurs after the
expiration of the primary term or any
extension thereof, or (2) will not afford
the lessee a reasonable opportunity to
continue operations under the lease,
the authorized officer may extend the
term of the reinstated lease for such
period as determined reasonable, but in
no event for more than 2 years from
the date of the reinstatement and so
long thereafter as oil or gas is produced
in paying quantities.

(f) The authorized officer may, either
in acting on a petition for reinstate-
ment or in response to a request filed
after reinstatement, or both, reduce
the royalty in that reinstated lease on
the entire leasehold or any tract or
portion thereof segregated for royalty
purposes, if he/she determines there are
either economic or other cir-
cumstances which could cause undue
economic hardship or premature termi-
nation of production; or because of any
written action of the United States, its
agents or employees, which preceded,
and was a major consideration in, the
lessee’s expenditure of funds to develop
the lands covered by the lease after the
rental had become due and had not
been paid; or if the authorized officer
determines it is equitable to do so for
any other reason.

[49 FR 30449, July 30, 1984, as amended at 71
FR 14823, Mar. 24, 2006]

§3108.2-4 Conversion of unpatented
oil placer mining claims: Class IIT
reinstatements.

(a) For any unpatented oil placer
mining claim validly located prior to
February 24, 1920, which has been or is
currently producing or is capable of
producing oil or gas, and has been or is
deemed after January 12, 1983, conclu-
sively abandoned for failure to file
timely the required instruments or
copies of instruments required by sec-
tion 314 of the Federal Land Policy and
Management Act (43 U.S.C. 1744), and it
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is shown to the satisfaction of the au-
thorized officer that such failure was
inadvertent, justifiable or not due to
lack of reasonable diligence on the part
of the owner, the authorized officer
may issue, for the lands covered by the
abandoned unpatented oil placer min-
ing claim, a noncompetitive oil and gas
lease consistent with the provisions of
section 17(e) of the Act (30 U.S.C.
226(e)). The effective date of any lease
issued under this section shall be from
the statutory date that the claim was
deemed conclusively abandoned.

(b) The authorized officer may issue a
noncompetitive oil and gas lease if a
petition has been filed in the proper
BLM office for the issuance of a non-
competitive oil and gas lease accom-
panied by the required rental and roy-
alty, including back rental and royalty
accruing, at the rates specified in
§§3103.2-2 and 3103.3-1 of this title, for
any claim deemed conclusively aban-
doned after January 12, 1983. The peti-
tion shall have been filed on or before
the 120th day after the final notifica-
tion by the Secretary or a court of
competent jurisdiction of the deter-
mination of the abandonment of the oil
placer mining claim.

(c) The authorized officer shall not
issue a noncompetitive o0il and gas
lease under this section if a valid oil
and gas lease has been issued affecting
any of the lands covered by the aban-
doned oil placer mining claim prior to
the filing of the petition for issuance of
a noncompetitive oil and gas lease.

(d) After the filing of a petition for
issuance of a noncompetitive oil and
gas lease covering an abandoned oil
placer claim, the authorized officer
shall not issue any new lease affecting
any lands covered by such petition
until all action on the petition is final.

(e) Any noncompetitive lease issued
under this section shall include:

(1) Terms and conditions for the pay-
ment of rental in accordance with
§3103.2-2(j) of this title. Payment of
back rentals accruing from the date of
abandonment of the oil placer mining
claim, at the rental set by the author-
ized officer, shall be made prior to the
lease issuance.

(2) Royalty rates set in accordance
with §3103.3-1 of this title. Royalty
shall be paid at the rate established by
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the authorized officer on all production
removed or sold from the oil placer
mining claim, including all royalty on
production made subsequent to the
date the claim was deemed conclu-
sively abandoned prior to the lease
issuance.

(f) Noncompetitive oil and gas leases
issued under this section shall be sub-
ject to all regulations in part 3100 of
this title except for those terms and
conditions mandated by Title IV of the
Federal Oil and Gas Royalty Manage-
ment Act.

(g) A notice of the proposed conver-
sion of the oil placer mining claim into
a noncompetitive oil and gas lease, in-
cluding the terms and conditions of
conversion, shall be published in the
FEDERAL REGISTER at least 30 days
prior to the issuance of a noncompeti-
tive o0il and gas lease. The mining
claim owner shall reimburse the Bu-
reau for the full costs incurred in the
publishing of said notice.

(h) The mining claim owner shall pay
the Bureau a nonrefundable adminis-
trative fee of $5600 prior to the issuance
of the noncompetitive lease.

(i) The authorized officer may, either
in acting on a petition to issue a non-
competitive oil and gas lease or in re-
sponse to a request filed after issuance,
or both, reduce the royalty in such
lease, if he/she determines there are ei-
ther economic or other circumstances
which could cause undue economic
hardship or premature termination of
production.

[49 FR 30449, July 30, 1984, as amended at 53
FR 17357, May 16, 1988; 53 FR 22840, June 17,
1988]

§3108.3 Cancellation.

(a) Whenever the lessee fails to com-
ply with any of the provisions of the
law, the regulations issued thereunder,
or the lease, the lease may be canceled
by the Secretary, if the leasehold does
not contain a well capable of produc-
tion of oil or gas in paying quantities,
or if the lease is not committed to an
approved cooperative or unit plan or
communitization agreement that con-
tains a well capable of production of
unitized substances in paying quan-
tities. The lease may be canceled only
after notice to the lessee in accordance
with section 31(b) of the Act and only if
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default continues for the period pre-
scribed in that section after service of
30 days notice of failure to comply.

(b) Whenever the lessee fails to com-
ply with any of the provisions of the
law, the regulations issued thereunder,
or the lease, and if the leasehold con-
tains a well capable of production of oil
or gas in paying quantities, or if the
lease is committed to an approved co-
operative or unit plan or
communitization agreement that con-
tains a well capable of production of
unitized substances in paying quan-
tities, the lease may be canceled only
by judicial proceedings in the manner
provided by section 31(a) of the Act.

(¢c) If any interest in any lease is
owned or controlled, directly or indi-
rectly, by means of stock or otherwise,
in violation of any of the provisions of
the act, the lease may be canceled, or
the interest so owned may be forfeited,
or the person so owning or controlling
the interest may be compelled to dis-
pose of the interest, only by judicial
proceedings in the manner provided by
section 27(h)(1) of the Act.

(d) Leases shall be subject to can-
cellation if improperly issued.

[48 FR 33662, July 22, 1983, as amended at 53
FR 22840, June 17, 1988; 53 FR 31868, Aug. 22,
1988]

§3108.4 Bona fide purchasers.

A lease or interest therein shall not
be cancelled to the extent that such ac-
tion adversely affects the title or inter-
est of a bona fide purchaser even
though such lease or interest, when
held by a predecessor in title, may
have been subject to cancellation. All
purchasers shall be charged with con-
structive notice as to all pertinent reg-
ulations and all Bureau records per-
taining to the lease and the lands cov-
ered by the lease. Prompt action shall
be taken to dismiss as a party to any
proceedings with respect to a violation
by a predecessor of any provisions of
the act, any person who shows the
holding of an interest as a bona fide
purchaser without having violated any
provisions of the Act. No hearing shall
be necessary upon such showing unless
prima facie evidence is presented that

§3109.1-1

the purchaser is not a bona fide pur-
chaser.

[48 FR 33662, July 22, 1983; 48 FR 39225, Aug.
30, 1983, as amended at 53 FR 17357, May 16,
1988]

§3108.5 Waiver or suspension of lease
rights.

If, during any proceeding with re-
spect to a violation of any provisions of
the regulations in Groups 3000 and 3100
of this title or the act, a party thereto
files a waiver of his/her rights under
the lease to drill or to assign his/her
lease interests, or if such rights are
suspended by order of the Secretary
pending a decision, payments of rentals
and the running of time against the
term of the lease involved shall be sus-
pended as of the first day of the month
following the filing of the waiver or the
Secretary’s suspension until the first
day of the month following the final
decision in the proceeding or the rev-
ocation of the waiver or suspension.

[63 FR 17357, May 16, 1988; 53 FR 22840, June
17, 1988]

Subpart 3109—Leasing Under
Special Acts

§3109.1 Rights-of-way.

§3109.1-1 Generally.

The Act of May 21, 1930 (30 U.S.C. 301-
306), authorizes either the leasing of oil
and gas deposits under railroad and
other rights-of-way to the owner of the
right-of-way or the entering of a com-
pensatory royalty agreement with ad-
joining landowners. This authority
shall be exercised only with respect to
railroad rights-of-way and easements
issued pursuant either to the Act of
March 3, 1875 (43 U.S.C. 934 et seq.), or
pursuant to earlier railroad right-of-
way statutes, and with respect to
rights-of-way and easements issued
pursuant to the Act of March 3, 1891 (43
U.S.C. 946 et seq.). The oil and gas un-
derlying any other right-of-way or
easement is included within any oil
and gas lease issued pursuant to the
Act which covers the lands within the
right-of-way, subject to the limitations
on use of the surface, if any, set out in
the statute under which, or permit by
which, the right-of-way or easement
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was issued, and such oil and gas shall
not be leased under the Act of May 21,
1930.

§3109.1-2 Application.

No approved form is required for an
application to lease oil and gas depos-
its underlying a right-of-way. The
right-of-way owner or his/her trans-
feree must file the application in the
proper BLM office. Include the proc-
essing fee for leasing under right-of-
way found in the fee schedule in
§3000.12 of this chapter. If the trans-
feree files an application, it must also
include an executed transfer of the
right to obtain a lease. The application
shall detail the facts as to the owner-
ship of the right-of-way, and of the
transfer if the application is filed by a
transferee; the development of oil or
gas in adjacent or nearby lands, the lo-
cation and depth of the wells, the pro-
duction and the probability of drainage
of the deposits in the right-of-way. A
description by metes and bounds of the
right-of-way is not required but each
legal subdivision through which a por-
tion of the right-of-way desired to be
leased extends shall be described.

[63 FR 17357, May 16, 1988; 53 FR 22840, June
17, 1988; 70 FR 58874, Oct. 7, 2005]

§3109.1-3 Notice.

After the Bureau of Land Manage-
ment has determined that a lease of a
right-of-way or any portion thereof is
consistent with the public interest, ei-
ther upon consideration of an applica-
tion for lease or on its own motion, the
authorized officer shall serve notice on
the owner or lessee of the oil and gas
rights of the adjoining lands. The ad-
joining land owner or lessee shall be al-
lowed a reasonable time, as provided in
the notice, within which to submit a
bid for the amount or percent of com-
pensatory royalty, the owner or lessee
shall pay for the extraction of the oil
and gas underlying the right-of-way
through wells on such adjoining lands.
The owner of the right-of-way shall be
given the same time period to submit a
bid for the lease.

§3109.14 Award of lease or compen-
satory royalty agreement.

Award of lease to the owner of the
right-of-way, or a contract for the pay-
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ment of compensatory royalty by the
owner or lessee of the adjoining lands
shall be made to the bidder whose offer
is determined by the authorized officer
to be to the best advantage of the
United States, considering the amount
of royalty to be received and the better
development under the respective
means of production and operation.

§3109.1-5 Compensatory
agreement or lease.

(a) The lease or compensatory roy-
alty agreement shall be on a form ap-
proved by the Director.

(b) The royalty to be charged shall be
fixed by the Bureau of Land
Mangement in accordance with the
provisions of §3103.3 of this title, but
shall not be less than 12V percent.

(c) The term of the lease shall be for
a period of not more than 20 years.

§3109.2 Units of the National Park
System.

royalty

(a) Oil and gas leasing in units of the
National Park System shall be gov-
erned by 43 CFR Group 3100 and all op-
erations conducted on a lease or permit
in such units shall be governed by 43
CFR parts 3160 and 3180.

(b) Any lease or permit respecting
minerals in units of the National Park
System shall be issued or renewed only
with the consent of the Regional Direc-
tor, National Park Service. Such con-
sent shall only be granted upon a de-
termination by the Regional Director
that the activity permitted under the
lease or permit will not have signifi-
cant adverse effect upon the resources
or administration of the unit pursuant
to the authorizing legislation of the
unit. Any lease or permit issued shall
be subject to such conditions as may be
prescribed by the Regional Director to
protect the surface and significant re-
sources of the unit, to preserve their
use for public recreation, and to the
condition that site specific approval of
any activity on the lease will only be
given upon concurrence by the Re-
gional Director. All lease applications
received for reclamation withdrawn
lands shall also be submitted to the
Bureau of Reclamation for review.

(c) The units subject to the regula-
tions in this part are those units of
land and water which are shown on the
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following maps on file and available for
public inspection in the office of the
Director of the National Park Service
and in the Superintendent’s Office of
each unit. The boundaries of these
units may be revised by the Secretary
as authorized in the Acts.

(1) Lake Mead National Recreation
Area—The map identified as ‘“boundary
map, 8360-80013B, revised February 1986.

(2) Whiskeytown Unit of the
Whiskeytown-Shasta-Trinity National
Recreation Area—The map identified
as ‘“‘Proposed Whiskeytown-Shasta-
Trinity National Recreation Area,”
numbered BOR-WST 1004, dated July
1963.

(3) Ross Lake and Lake Chelan Na-
tional Recreation Areas—The map
identified as ‘‘Proposed Management
Units, North Cascades, Washington,”
numbered NP-CAS-7002, dated October
19617.

(4) Glen Canyon National Recreation
Area—the map identified as ‘‘boundary
map, Glen Canyon National Recreation
Area,” numbered GLC-91,006, dated Au-
gust 1972.

(d) The following excepted units shall
not be open to mineral leasing:

(1) Lake Mead National Recreation
Area. (i) All waters of Lakes Mead and
Mohave and all lands within 300 feet of
those lakes measured horizontally
from the shoreline at maximum sur-
face elevation;

(ii) All lands within the unit of super-
vision of the Bureau of Reclamation
around Hoover and Davis Dams and all
lands outside of resource utilization
zones as designated by the Super-
intendent on the map (602-2291B, dated
October 1987) of Lake Mead National
Recreation Area which is available for
inspection in the Office of the Super-
intendent.

(2) Whiskeytown Unit of the
Whiskeytown-Shasta-Trinity National
Recreation Area. (i) All waters of

Whiskeytown Lake and all lands with-
in 1 mile of that lake measured from
the shoreline at maximum surface ele-
vation;

(ii) All lands classified as high den-
sity recreation, general outdoor recre-
ation, outstanding natural and his-
toric, as shown on the map numbered
611-20,004B, dated April 1979, entitled
“Land Classification, Whiskeytown

§3109.3

Unit, Whiskeytown-Shasta-Trinity Na-
tional Recreation Area.” This map is
available for public inspection in the
Office of the Superintendent;

(iii) All lands within section 34 of
Township 33 north, Range 7 west, Mt.
Diablo Meridian.

(3) Ross Lake and Lake Chelan Na-
tional Recreation Areas. (i) All of Lake
Chelan National Recreation Area;

(ii) All lands within Y2 mile of Gorge,
Diablo and Ross Lakes measured from
the shoreline at maximum surface ele-
vation;

(iii) All lands proposed for or des-
ignated as wilderness;

(iv) All lands within Y2 mile of State
Highway 20;

(v) Pyramid Lake Research Natural
Area and all lands within %2 mile of its
boundaries.

(4) Glen Canyon National Recreation
Area. Those units closed to mineral dis-
position within the natural zone, devel-
opment zone, cultural zone and por-
tions of the recreation and resource
utilization zone as shown on the map
numbered 80,022A, dated March 1980,
entitled ‘‘Mineral Management Plan—
Glen Canyon National Recreation
Area.” This map is available for public
inspection in the Office of the Super-
intendent and the office of the State
Directors, Bureau of Land Manage-
ment, Arizona and Utah.

[48 FR 33662, July 22, 1983, as amended at 53
FR 17358, May 16, 1988; 53 FR 22840, June 17,
1988]

§3109.2-1 Authority to
served]

lease. [Re-

§3109.2-2 Area subject to lease. [Re-
served]

§3109.3 Shasta and Trinity Units of
the Whiskeytown-Shasta-Trinity Na-
tional Recreation Area.

Section 6 of the Act of November 8,
1965 (Pub. L. 89-336), authorizes the
Secretary to permit the removal of oil
and gas from lands within the Shasta
and Trinity Units of the Whiskeytown-
Shasta-Trinity National Recreation
Area in accordance with the act or the
Mineral Leasing Act for Acquired
Lands. Subject to the determination by
the Secretary of Agriculture that re-
moval will not have significant adverse
effects on the purposes of the Central
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Valley project or the administration of
the recreation area.

[48 FR 33662, July 22, 1983. Redesignated at 53
FR 22840, June 17, 1988]

PART 3110—NONCOMPETITIVE
LEASES

Subpart 3110—Noncompetitive Leases

Sec.

3110.1 Lands available for noncompetitive
offer and lease.

3110.2 Priority.

3110.3 Lease terms.

3110.3-1 Duration of lease.

3110.3-2 Dating of leases.

3110.3-3 Lease offer size.

3110.4 Requirements for offer.

3110.5 Description of lands in offer.

3110.5-1 Parcel number description.

3110.5-2 Public domain.

3110.5-3 Acquired lands.

3110.5-4 Accreted lands.

3110.5-5 Conflicting descriptions.

3110.6 Withdrawal of offer.

3110.7 Action on offer.

3110.8 Amendment to lease.

3110.9 Future interest offers.

3110.9-1 Availability.

3110.9-2 Form of offer.

3110.9-3 Fractional present and future inter-
est.

3110.9-4 Future interest terms and condi-
tions.

AUTHORITY: 16 U.S.C. 3101 et seq.; 30 U.S.C.
181 et seq. and 351-359; 31 U.S.C. 9701; 43 U.S.C.
1701 et seq.; and Pub. L. 97-35, 95 Stat. 357.

SOURCE: 53 FR 22840, June 17, 1988, unless
otherwise noted.

Subpart 3110—Noncompetitive
Leases

§3110.1 Lands available for mnon-

competitive offer and lease.

(a) Offer. (1) Effective June 12, 1988,
through January 2, 1989, noncompeti-
tive lease offers may be filed only for
lands available under §3110.1(b) of this
title. Noncompetitive lease offers filed
after December 22, 1987, and prior to
June 12, 1988, for lands available for fil-
ing under §3110.1(a) of this title shall
receive priority. Such offers shall be
exposed to competitive bidding under
subpart 3120 of this title and if no bid is
received, a noncompetitive lease shall
be issued all else being regular. After
January 2, 1989, noncompetitive lease
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offers may be filed on unleased lands,
except for:

(i) Those lands which are in the one-
year period commencing upon the expi-
ration, termination, relinquishment, or
cancellation of the leases containing
the lands; and

(ii) Those lands included in a Notice
of Competitive Lease Sale or a List of
Lands Available for Competitive Nomi-
nations. Neither exception is applica-
ble to lands available under §3110.1(b)
of this title.

(2) Noncompetitive lease offers may
be made pursuant to an opening order
or other notice and shall be subject to
all provisions and procedures stated in
such order or notice.

(3) No noncompetitive lease may
issue for any lands unless and until
they have satisfied the requirements of
§3110.1(b) of this title.

(b) Lease. Only lands that have been
offered competitively under subpart
3120 of this title, and for which no bid
has been received, shall be available for
noncompetitive lease. Such lands shall
become available for a period of 2 years
beginning on the first business day fol-
lowing the last day of the competitive
oral auction, or when formal nomina-
tions have been requested as specified
in §3120.3-1 of this title, or the first
business day following the posting of
the Notice of Competitive Lease Sale,
and ending on that same day 2 years
later. A lease may be issued from an
offer properly filed any time within the
2-year noncompetitive leasing period.

[63 FR 22840, June 17, 1988; 53 FR 31958, Aug.
22, 1988]

§3110.2 Priority.

(a) Offers filed for lands available for
noncompetitive offer or lease, as speci-
fied in §§3110.1(a)(1) and 3110.1(b) of this
title, shall receive priority as of the
date and time of filing as specified in
§1821.2-3(a) of this title, except that all
noncompetitive offers shall be consid-
ered simultaneously filed if received in
the proper BLM office any time during
the first business day following the last
day of the competitive oral auction, or
when formal nominations have been re-
quested as specified in §3120.3-1 of this
title, on the first business day fol-
lowing the posting of the Notice of
Competitive Lease Sale. An offer shall
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not be available for public inspection
the day it is filed.

(b) If more than 1 application was
filed for the same parcel in accordance
with the regulations contained in
former subpart 3112 of this title, and if
no lease has been issued by the author-
ized officer prior to the effective date
of these regulations, only a single pri-
ority application shall be selected from
the filings. If the selected application
fails to mature into a lease, the lands
shall be available for offer under
§3110.1(a) of this title.

§3110.3 Lease terms.

§3110.3-1 Duration of lease.

All noncompetitive leases shall be for
a primary term of 10 years.

[63 FR 22840, June 17, 1988; 53 FR 31958, Aug.
22, 1988]

§3110.3-2 Dating of leases.

All noncompetitive leases shall be
considered issued when signed by the
authorized officer. Noncompetitive
leases, except future interest leases
issued under §3110.9 of this title, shall
be effective as of the first day of the
month following the date the leases are
issued. A lease may be made effective
on the first day of the month within
which it is issued if a written request is
made prior to the date of signature of
the authorized officer. Future interest
leases issued under §3110.9 of this title
shall be effective as of the date the
mineral interests vest in the United
States.

§3110.3-3 Lease offer size.

(a) Lease offers for public domain
minerals shall not be made for less
than 640 acres or 1 full section, which-
ever is larger, where the lands have
been surveyed under the rectangular
survey system or are within an ap-
proved protracted survey, except where
the offer includes all available lands
within a section and there are no con-
tiguous lands available for lease. Such
public domain lease offers in Alaska
shall not be made for less than 2,560
acres or 4 full contiguous sections,
whichever is larger, where the lands
have been surveyed under the rectan-
gular survey system or are within an
approved protracted survey, except

§3110.4

where the offer includes all available
lands within the subject section and
there are no contiguous lands available
for lease. Where an offer exceeds the
minimum 640-acre provision of this
paragraph, the offer may include less
than all available lands in any given
section. Cornering lands are not con-
sidered contiguous lands. This para-
graph shall not apply to offers made
under §3108.2-4 of this title or where
the offer is filed on an entire parcel as
it was offered by the Bureau in a com-
petitive sale during that period speci-
fied under §3110.5-1 of this title.

(b) An offer to lease public domain or
acquired lands may not include more
than 10,240 acres. The lands in an offer
shall be entirely within an area of 6
miles square or within an area not ex-
ceeding 6 surveyed sections in length
or width measured in cardinal direc-
tions. An offer to lease acquired lands
may exceed the 6 mile square limit if:

(1) The lands are not surveyed under
the rectangular survey system of pub-
lic land surveys and are not within the
area of the public land surveys; and

(2) The tract desired is described by
the acquisition or tract number as-
signed by the acquiring agency and less
than 50 percent of the tract lies outside
the 6 mile square area, and such acqui-
sition or tract number is provided in
accordance with §3110.5-2(d) of this
title in lieu of any other description.

(c) If an offer exceeds the 10,240 acre
maximum by not more than 160 acres,
the offeror shall be granted 30 days
from notice of the excess to withdraw
the excess acreage from the offer, fail-
ing which the offer shall be rejected
and priority lost.

§3110.4 Requirements for offer.

(a) An offer to lease shall be made on
a current form approved by the Direc-
tor, or on unofficial copies of that form
in current use. For noncompetitive
leases processed under §3108.2-4 of this
title, the current lease form shall be
used. Copies shall be exact reproduc-
tions on 1 page of both sides of the offi-
cial approved form, without additions,
omissions, or other changes, or adver-
tising. The original copy of each offer
must be typed or printed plainly in
ink, signed in ink and dated by the of-
feror or an authorized agent, and must
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include payment of the first year’s
rental and the processing fee for non-
competitive lease applications found in
the fee schedule in §3000.12 of this
chapter. The original and 2 copies of
each offer to lease, with each copy
showing that the original has been
signed, shall be filed in the proper BLM
office. A noncompetitive offer to lease
a future interest applied for under
§3110.9 must include the processing fee
for noncompetitive lease applications
found in the fee schedule in §3000.12 of
this chapter. Where remittances for of-
fers are returned for insufficient funds,
the offer shall not obtain priority of
filing until the date the remittance is
properly made.

(b) Where a correction to an offer is
made, whether at the option of the of-
feror or at the request of the author-
ized officer, it shall gain priority as of
the date the filing is correct and com-
plete. The priority that existed before
the date the corrected offer is filed,
may be defeated by an intervening
offer to the extent of any conflict in
such offers, except as provided under
§§3103.2-1(a) and 3110.3-3(c) of this title.

(c) An offer shall be limited to either
public domain minerals or acquired
lands minerals, subject to the provi-
sions for corrections under paragraph
(b) of this section.

(d) Compliance with subpart 3102
shall be required.

(e) All offers for leases should name
the United States agency from which
consent to the issuance of a lease shall
be obtained, or the agency that may
have title records covering the owner-
ship for the mineral interest involved,
and identify the project, if any, of
which the lands covered by the offer
are a part.

[63 FR 22840, June 17, 1988; 53 FR 31958, Aug.
22, 1988; 70 FR 58874, Oct. 7, 2005]

§3110.5 Description of lands in offer.

§3110.5-1 Parcel number description.

From the first day following the end
of a competitive process until the end
of that same month, the only accept-
able description for a noncompetitive
lease offer for the lands covered by
that competitive process shall be the
parcel number on the List of Lands
Available for Competitive Nominations
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or the Notice of Competitive Lease
Sale, whichever is appropriate. Each
such offer shall contain only a single
parcel. Thereafter, the description of
the lands shall be made in accordance
with the remainder of this section.

§3110.5-2 Public domain.

(a) If the lands have been surveyed
under the public land rectangular sur-
vey system, each offer shall describe
the lands by legal subdivision, section,
township, range, and, if needed, merid-
ian.

(b) If the lands have not been sur-
veyed under the public land rectan-
gular system, each offer shall describe
the lands by metes and bounds, giving
courses and distances between the suc-
cessive angle points on the boundary of
the tract, and connected by courses
and distances to an official corner of
the public land surveys.

(c) When protracted surveys have
been approved and the effective date
thereof published in the FEDERAL REG-
ISTER, all offers to lease lands shown on
such protracted surveys, filed on or
after such effective date, shall describe
the lands in the same manner as pro-
vided in paragraph (a) of this section
for officially surveyed lands.

(d)(1) Where offers are pending for
unsurveyed lands that are subse-
quently surveyed or protracted before
the lease issuance, the description in
the lease shall be conformed to the sub-
divisions of the approved protracted
survey or the public land survey,
whichever is appropriate.

(2) The description of lands in an ex-
isting lease shall be conformed to a
subsequent resurvey or amended pro-
traction survey, whichever is appro-
priate.

(e) The requirements of this section
shall apply to applications for conver-
sion of abandoned unpatented oil plac-
er mining claims made under §3108.2-4
of this title, except that deficiencies
shall be curable.

§3110.5-3 Acquired lands.

(a) If the lands applied for lie within
and conform to the rectangular system
of public land surveys and constitute
either all or a portion of the tract ac-
quired by the United States, such lands
shall be described by legal subdivision,
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section, township, range, and, if need-
ed, meridian.

(b) If the lands applied for do not con-
form to the rectangular system of pub-
lic land surveys, but lie within an area
of the public land surveys and con-
stitute the entire tract acquired by the
United States, such lands shall be de-
scribed by metes and bounds, giving
courses and distances between the suc-
cessive angle points with appropriate
ties to the nearest official survey cor-
ner, or a copy of the deed or other con-
veyance document by which the United
States acquired title to the lands may
be attached to the offer and referred to
therein in lieu of redescribing the lands
on the offer form. If the desired lands
constitute less than the entire tract
acquired by the United States, such
lands shall be described by metes and
bounds, giving courses and distances
between the successive angle points
with appropriate ties to the nearest of-
ficial survey corner. If a portion of the
boundary of the desired lands coincides
with the boundary in the deed or other
conveyance document, that boundary
need not be redescribed on the offer
form, provided that a copy of the deed
or other conveyance document upon
which the coinciding description is
clearly identified is attached to the
offer. That portion of the description
not coinciding shall be tied by descrip-
tion on the offer by courses and dis-
tances between successive angle points
into the description in the deed or
other conveyance document.

(c) If the lands applied for lie outside
an area of the public land surveys and
constitute the entire tract acquired by
the United States, such lands shall be
described as in the deed or other con-
veyance document by which the United
States acquired title to the lands, or a
copy of that document may be at-
tached to the offer and referred to
therein in lieu of redescribing the lands
on the offer form. If the desired lands
constitute less than the entire tract
acquired by the United States, such
lands shall be described by courses and
distances between successive angle
points tying by courses and distances
into the description in the deed or
other conveyance document. If a por-
tion of the boundary of the desired
lands coincides with the boundary in

§3110.5-5

the deed or other conveyance docu-
ment, that boundary need not be re-
described on the offer form, provided
that a copy of the deed or other con-
veyance document upon which the co-
inciding description is clearly identi-
fied is attached to the offer. That por-
tion of the description not coinciding
shall be tied by description in the offer
by courses and distances between suc-
cessive angle points into the descrip-
tion in the deed or other conveyance
document.

(d) Where the acquiring agency has
assigned an acquisition or tract num-
ber covering the lands applied for,
without loss of priority to the offeror,
the authorized officer may require that
number in addition to any description
otherwise required by this section. If
the authorized officer determines that
the acquisition or tract number, to-
gether with identification of the State
and county, constitutes an adequate
description, the authorized officer may
allow the description in this manner in
lieu of other descriptions required by
this section.

(e) Where the lands applied for do not
conform to the rectangular system of
public land surveys, without loss of pri-
ority to the offeror, the authorized offi-
cer may require 3 copies of a map upon
which the location of the desired lands
are clearly marked with respect to the
administrative unit or project of which
they are a part.

§3110.5-4 Accreted lands.

Where an offer includes any accreted
lands, the accreted lands shall be de-
scribed by metes and bounds, giving
courses and distances between the suc-
cessive angle points on the boundary of
the tract, and connected by courses
and distances to an angle point on the
perimeter of the tract to which the ac-
cretions appertain.

§3110.5-5 Conflicting descriptions.

If there is any variation in the land
description among the required copies
of the official forms, the copy showing
the date and time of receipt in the
proper BLM office shall control.

[63 FR 22840, June 17, 1988; 53 FR 31868, Aug.
22, 1988]
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§3110.6 Withdrawal of offer.

An offer for noncompetitive lease
under this subpart may be withdrawn
in whole or in part by the offeror. How-
ever, a withdrawal of an offer made in
accordance with §3110.1(b) of this title
may be made only if the withdrawal is
received by the proper BLM office after
60 days from the date of filing of such
offer. No withdrawal may be made once
the lease, an amendment of the lease,
or a separate lease, whichever covers
the lands so described in the with-
drawal, has been signed on behalf of
the United States. If a public domain
offer is partially withdrawn, the lands
retained in the offer shall comply with
§3110.3-3(a) of this title.

§3110.7 Action on offer.

(a) No lease shall be issued before
final action has been taken on any
prior offer to lease the lands or any ex-
tension of, or petition for reinstate-
ment of, an existing or former lease on
the lands. If a lease is issued before
final action, it shall be canceled, if the
prior offeror is qualified to receive a
lease or the petitioner is entitled to re-
instatement of a former lease.

(b) The authorized officer shall not
issue a lease for lands covered by a
lease which terminated automatically,
until 90 days after the date of termi-
nation.

(c) The United States shall indicate
its acceptance of the lease offer, in
whole or in part, and the issuance of
the lease, by signature of the author-
ized officer on the current lease form.
A signed copy of the lease shall be de-
livered to the offeror.

(d) Except as otherwise specifically
provided in the regulations of this
group, an offer that is not filed in ac-
cordance with the regulations in this
part shall be rejected.

(e) Filing an offer on a lease form not
currently in use, unless such lease form
has been declared obsolete by the Di-
rector prior to the filing shall be al-
lowed, on the condition that the offeror
is bound by the terms and conditions of
the lease form currently in use.

§3110.8 Amendment to lease.

After the competitive process has
concluded in accordance with subpart
3120 of this title, if any of the lands de-
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scribed in a lease offer for lands avail-
able during the 2-year period are open
to oil and gas filing when the offer is
filed but are omitted from the lease for
any reason the original lease shall be
amended to include the omitted lands
unless, before the issuance of the
amendment, the proper BLM office re-
ceives a withdrawal of the offer with
respect to such lands or the offeror
elects to receive a separate lease in
lieu of an amendment. Such election
shall be made by submission of a signed
statement of the offeror requesting a
separate lease, and a new offer on the
required form executed pursuant to
this part describing the remaining
lands in the original offer. The new
offer shall have the same priority as
the old offer. No new application fee is
required with the new offer. The rental
payment held in connection with the
original offer shall be applied to the
new offer. The rental and the term of
the lease for the lands added by an
amendment shall be the same as if the
lands had been included in the original
lease when it was issued. If a separate
lease is issued, it shall be dated in ac-
cordance with §3110.3-2 of this title.

§3110.9 Future interest offers.

§3110.9-1 Availability.

A noncompetitive future interest
lease shall not be issued until the lands
covered by the offer have been made
available for competitive lease under
subpart 3120 of this title. An offer made
for lands that are leased competitively
shall be rejected.

§3110.9-2 Form of offer.

An offer to lease a future interest
shall be filed in accordance with this
subpart, and may include tracts in
which the United States owns a frac-
tional present interest as well as the
future interest for which a lease is
sought.

§3110.9-3 Fractional present and fu-
ture interest.

Where the United States owns both a
present fractional interest and a future
fractional interest in the minerals in
the same tract, the lease, when issued,
shall cover both the present and future
interests in the lands. The effective
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date and primary term of the present
interest lease is unaffected by the vest-
ing of a future fractional interest. The
lease for the future fractional interest,
when such interest vests in the United
States, shall have the same primary
term and anniversary date as the
present fractional interest lease.

§3110.9-4 Future interest terms and
conditions.

(a) No rental or royalty shall be due
to the United States prior to the vest-
ing of the oil and gas rights in the
United States. However, the future in-
terest lessee shall agree that if he/she
is or becomes the holder of any present
interest operating rights in the lands:

(1) The future interest lessee trans-
fers all or a part of the lessee’s present
oil and gas interests, such lessee shall
file in the proper BLM office an assign-
ment or transfer, in accordance with
subpart 3106 of this title, of the future
interest lease of the same type and pro-
portion as the transfer of the present
interest, and

(2) The future interest Ilessee’s
present lease interests are relin-
quished, cancelled, terminated, or ex-
pired, the future interest lease rights
with the United States also shall cease
and terminate to the same extent.

(b) Upon vesting of the oil and gas
rights in the United States, the future
interest lease rental and royalty shall
be as for any noncompetitive lease
issued under this subpart, as provided
in subpart 3103 of this title, and the
acreage shall be chargeable in accord-
ance with §3101.2 of this title.

PART 3120—COMPETITIVE LEASES

Subpart 3120—Competitive Leases

Sec.

3120.1 General.

3120.1-1 Lands available for
leasing.

3120.1-2 Requirements.

3120.1-3 Protests and appeals.

3120.2 Lease terms.

3120.2-1 Duration of lease.

3120.2-2 Dating of leases.

3120.2-3 Lease size.

3120.3 Nomination process.

3120.3-1 General.

3120.3-2 Filing of a nomination for competi-
tive leasing.

competitive

§3120.1-1

3120.3-3 Minimum bid and rental remit-
tance.

3120.3-4 Withdrawal of a nomination.

3120.3-5 Parcels receiving nominations.

3120.3-6 Parcels not receiving nominations.

3120.3-7 Refund.

3120.4 Notice of competitive lease sale.

3120.4-1 General.

3120.4-2 Posting of notice.

3120.5 Competitive sale.

3120.5-1 Oral auction.

3120.5-2 Payments required.

3120.5-3 Award of lease.

3120.6 Parcels not bid on at auction.

3120.7 Future interest.

3120.7-1 Nomination to make lands avail-
able for competitive lease.

3120.7-2 Future interest terms and condi-
tions.

3120.7-3 Compensatory royalty agreements.

AUTHORITY: 16 U.S.C. 3101 et seq.; 30 U.S.C.
181 et seq. and 351-359; 40 U.S.C. 471 et seq.; 43
U.S.C. 1701 et seq.; and the Attorney Gen-
eral’s Opinion of April 2, 1941 (40 Op. Atty.
Gen. 41).

SOURCE: 53 FR 22843, June 17, 1988, unless
otherwise noted.

Subpart 3120—Competitive
Leases

§3120.1 General.

§3120.1-1 Lands available for competi-
tive leasing.

All lands available for leasing shall
be offered for competitive bidding
under this subpart, including but not
limited to:

(a) Lands in oil and gas leases that
have terminated, expired, been can-
celled or relinquished.

(b) Lands for which authority to
lease has been delegated from the Gen-
eral Services Administration.

(c) If, in proceeding to cancel a lease,
interest in a lease, option to acquire a
lease or an interest therein, acquired in
violation of any of the provisions of the
act, an underlying lease, interest or op-
tion in the lease is cancelled or for-
feited to the United States and there
are valid interests therein that are not
subject to cancellation, forfeiture, or
compulsory disposition, such under-
lying lease, interest, or option shall be
sold to the highest responsible quali-
fied bidder by competitive bidding
under this subpart, subject to all out-
standing valid interests therein and
valid options pertaining thereto. If less
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than the whole interest in the lease, in-
terest, or option is cancelled or for-
feited, such partial interest shall like-
wise be sold by competitive bidding. If
no satisfactory bid is obtained as a re-
sult of the competitive offering of such
whole or partial interests, such inter-
ests may be sold in accordance with
section 27 of the Act by such other
methods as the authorized officer
deems appropriate, but on terms no
less favorable to the United States
than those of the best competitive bid
received. Interest in outstanding
leases(s) so sold shall be subject to the
terms and conditions of the existing
lease(s).

(d) Lands which are otherwise un-
available for leasing but which are sub-
ject to drainage (protective leasing).

(e) Lands included in any expression
of interest or noncompetitive offer, ex-
cept offers properly filed within the 2-
year period provided under §3110.1(b) of
this title, submitted to the authorized
officer.

(f) Lands selected by the authorized
officer.

§3120.1-2 Requirements.

(a) Each proper BLM Sate office shall
hold sales at least quarterly if lands
are available for competitive leasing.

(b) Lease sales shall be conducted by
a competitive oral bidding process.

(c) The national minimum acceptable
bid shall be $2 per acre or fraction
thereof payable on the gross acreage,
and shall not be prorated for any lands
in which the United States owns a frac-
tional interest.

§3120.1-3 Protests and appeals.

No action pursuant to the regula-
tions in this subpart shall be suspended
under §4.21(a) of this title due to an ap-
peal from a decision by the authorized
officer to hold a lease sale. The author-
ized officer may suspend the offering of
a specific parcel while considering a
protest or appeal against its inclusion
in a Notice of Competitive Lease Sale.

Only the Assistant Secretary for
Land and Minerals Management may
suspend a lease sale for good and just
cause after reviewing the reason(s) for
an appeal.
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§3120.2 Lease terms.

§3120.2-1 Duration of lease.

Competitive leases shall be issued for
a primary term of 10 years.

[568 FR 40754, July 30, 1993]

§3120.2-2 Dating of leases.

All competitive leases shall be con-
sidered issued when signed by the au-
thorized officer. Competitive leases, ex-
cept future interest leases issued under
§3120.7 of this title, shall be effective as
of the first day of the month following
the date the leases are signed on behalf
of the United States. A lease may be
made effective on the first day of the
month within which it is issued if a
written request is made prior to the
date of signature of the authorized offi-
cer. Leases for future interest shall be
effective as of the date the mineral in-
terests vest in the United States.

§3120.2-3 Lease size.

Lands shall be offered in leasing
units of not more than 2,560 acres out-
side Alaska, or 5,760 acres within Alas-
ka, which shall be as nearly compact in
form as possible.

§3120.3 Nomination process.

The Director may elect to implement
the provisions contained in §§3120.3-1
through 3120.3-7 of this title after re-
view of any comments received during
a period of not less than 30 days fol-
lowing publication in the FEDERAL
REGISTER of notice that implementa-
tion of those sections is being consid-
ered.

§3120.3-1 General.

The Director may elect to accept
nominations requiring submission of
the national minimum acceptable bid,
as set forth in this section, as part of
the competitive process required by the
act, or elect to accept informal expres-
sions of interest. A List of Lands Avail-
able for Competitive Nominations may
be posted in accordance with §3120.4 of
this title, and nominations in response
to this list shall be made in accordance
with instructions contained therein
and on a form approved by the Direc-
tor. Those parcels receiving nomina-
tions shall be included in a Notice of
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Competitive Lease Sale, unless the par-
cel is withdrawn by the Bureau.

§3120.3-2 Filing of a nomination for
competitive leasing.

Nominations filed in response to a
List of Lands Available for Competi-
tive Nominations and on a form ap-
proved by the Director shall:

(a) Include the nominator’s name and
personal or business address. The name
of only one citizen, association or part-
nership, corporation or municipality
shall appear as the nominator. All
communications relating to leasing
shall be sent to that name and address,
which shall constitute the nominator’s
name and address of record:

(b) Be completed, signed in ink and
filed in accordance with the instruc-
tions printed on the form and the regu-
lations in this subpart. Execution of
the nomination form shall constitute a
legally binding offer to lease by the
nominator, including all terms and
conditions;

(c) Be filed within the filing period
and in the BLM office specified in the
List of Lands Available for Competi-
tive Nominations. A nomination shall
be unacceptable and shall be returned
with all moneys refunded if it has not
been completed and timely filed in ac-
cordance with the instructions on the
form or with the other requirements in
this subpart; and

(d) Be accompanied by a remittance
sufficient to cover the national min-
imum acceptable bid, the first year’s
rental per acre or fraction thereof, and
the administrative fee as set forth in
§3120.5-2(b) of this title for each parcel
nominated on the form.

[63 FR 22843, June 17, 1988; 53 FR 31958, Aug.
22, 1988]

§3120.3-3 Minimum bid and rental re-
mittance.

Nominations filed in response to a
List of Lands Available for Competi-
tive Nominations shall be accompanied
by a single remittance. Failure to sub-
mit either a separate remittance with
each form or an amount sufficient to
cover all the parcels nominated on
each form shall cause the entire filing
to be deemed unacceptable with all
moneys refunded.

§3120.4-2

§3120.3-4 Withdrawal of a nomination.

A nomination shall not be with-
drawn, except by the Bureau for cause,
in which case all moneys shall be re-
funded.

§3120.3-5 Parcels receiving nomina-
tions.

Parcels which receive nominations
shall be included in a Notice of Com-
petitive Lease Sale. The Notice shall
indicate which parcels received mul-
tiple nominations in response to a List
of Lands Available for Competitive
Nominations, or parcels which have
been withdrawn by the Bureau.

§3120.3-6 Parcels not receiving nomi-
nations.

Lands included in the List of Lands
Available for Competitive Nominations
which are not included in the Notice of
Competitive Lease Sale because they
were not nominated, unless they were
withdrawn by the Bureau, shall be
available for a 2-year period, for non-
competitive leasing as specified in the
List.

§3120.3-7 Refund.

The minimum bid, first year’s rental
and administrative fee shall be re-
funded to all nominators who are un-
successful at the oral auction.

§3120.4 Notice of competitive lease
sale.

§3120.4-1 General.

(a) The lands available for competi-
tive lease sale under this subpart shall
be described in a Notice of Competitive
Lease Sale.

(b) The time, date, and place of the
competitive lease sale shall be stated
in the Notice.

(c) The notice shall include an identi-
fication of, and a copy of, stipulations
applicable to each parcel.

§3120.4-2 Posting of notice.

At least 45 days prior to conducting a
competitive auction, lands to be of-
fered for competitive lease sale, as in-
cluded in a List of Lands Available for
Competitive Nominations or in a No-
tice of Competitive Lease Sale, shall be
posted in the proper BLM office having
jurisdiction over the lands as specified
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in §1821.2-1(d) of this title, and shall be
made available for posting to surface
managing agencies having jurisdiction
over any of the included lands.

§3120.5 Competitive sale.

§38120.5-1 Oral auction.

(a) Parcels shall be offered by oral
bidding. The existence of a nomination
accompanied by the national minimum
acceptable bid shall be announced at
the auction for the parcel.

(b) A winning bid shall be the highest
oral bid by a qualified bidder, equal to
or exceeding the national minimum ac-
ceptable bid. The decision of the auc-
tioneer shall be final.

(¢c) Two or more nominations on the
same parcel when the bids are equal to
the national minimum acceptable bid,
with no higher oral bid being made,
shall be returned with all moneys re-
funded. If the Bureau reoffers the par-
cel, it shall be reoffered only competi-
tively under this subpart with any non-
competitive offer filed under §3110.1(a)
of this title retaining priority, pro-
vided no bid is received at an oral auc-
tion.

§3120.5-2 Payments required.

(a) Payments shall be made in ac-
cordance with §3103.1-1 of this title.

(b) Bach winning bidder shall submit,
by the close of official business hours,
or such other time as may be specified
by the authorized officer, on the day of
the sale for the parcel:

(1) The minimum bonus bid of $2 per
acre or fraction thereof;

(2) The total amount of the first
year’s rental; and

(3) The processing fee for competitive
lease applications found in the fee
schedule in §3000.12 of this chapter for
each parcel.

(¢c) The winning bidder shall submit
the balance of the bonus bid to the
proper BLM office within 10 working
days after the last day of the oral auc-
tion.

[63 FR 22843, June 17, 1988, as amended at 70
FR 58875, Oct. 7, 2005]
§38120.5-3 Award of lease.

(a) A bid shall not be withdrawn and
shall constitute a legally binding com-
mitment to execute the lease bid form
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and accept a lease, including the obli-
gation to pay the bonus bid, first year’s
rental, and administrative fee. Execu-
tion by the high bidder of a competi-
tive lease bid form approved by the Di-
rector constitutes certification of com-
pliance with subpart 3102 of this title,
shall constitute a binding lease offer,
including all terms and conditions ap-
plicable thereto, and shall be required
when payment is made in accordance
with §3120.5-2(b) of this title. Failure
to comply with §3120.5-2(c) of this title
shall result in rejection of the bid and
forfeiture of the monies submitted
under §3120.5-2(b) of this title.

(b) A lease shall be awarded to the
highest responsible qualified bidder. A
copy of the lease shall be provided to
the lessee after signature by the au-
thorized officer.

(c) If a bid is rejected, the lands shall
be reoffered competitively under this
subpart with any noncompetitive offer
filed under §3110.1(a) of this title re-
taining priority, provided no bid is re-
ceived in an oral auction.

(d) Issuance of the lease shall be con-
sistent with §3110.7 (a) and (b) of this
title.

§3120.6 Parcels not bid on at auction.

Lands offered at the oral auction
that receive no bids shall be available
for filing for noncompetitive lease for a
2-year period beginning the first busi-
ness day following the auction at a
time specified in the Notice of Com-
petitive Lease Sale.

§3120.7 Future interest.

§3120.7-1 Nomination to make lands
available for competitive lease.

A nomination for a future interest

lease shall be filed in accordance with
this subpart.

§3120.7-2 Future interest terms and
conditions.

(a) No rental or royalty shall be due
to the United States prior to the vest-
ing of the o0il and gas rights in the
United States. However, the future in-
terest lessee shall agree that if, he/she
is or becomes the holder of any present
interest operating rights in the lands:

(1) The future interest lessee trans-
fers all or a part of the lessee’s present
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oil and gas interests, such lessee shall
file in the proper BLM office an assign-
ment or transfer, in accordance with
subpart 3106 of this title, of the future
interest lease of the same type and pro-
portion as the transfer of the present
interest, and

(2) The future interest lessee’s
present lease interests are relin-
quished, cancelled, terminated, or ex-
pired, the future interest lease rights
with the United States also shall cease
and terminate to the same extent.

(b) Upon vesting of the oil and gas
rights in the United States, the future
interest lease rental and royalty shall
be as for any competitive lease issued
under this subpart, as provided in sub-
part 3103 of this title, and the acreage
shall be chargeable in accordance with
§3101.2 of this title.

§3120.7-3 Compensatory
agreements.

The terms and conditions of compen-
satory royalty agreements involving
acquired lands in which the United
States owns a future or fractional in-
terest shall be established on an indi-
vidual case basis. Such agreements
shall be required when leasing is not
possible in situations where the inter-
est of the United States in the oil and
gas deposit includes both a present and
a future fractional interest in the same
tract containing a producing well.

[63 FR 22843, June 17, 1988]

PART 3130—OIL AND GAS LEAS-
ING: NATIONAL PETROLEUM RE-
SERVE, ALASKA

royalty

NoOTE: The information collection require-
ments contained in part 3130 have been ap-
proved by the Office of Management and
Budget under 44 U.S.C. 3507 and assigned
clearance number 1004-0067. The information
is being collected to allow the authorized of-
ficer to determine if the bidder is qualified
to hold a lease. The information will be used
in making that determination. The obliga-
tion to respond is required to obtain a ben-
efit.

Subpart 3130—0il and Gas Leasing, Na-
tional Petroleum Reserve, Alaska:
General

Sec.
3130.0-1 Purpose.

Pt. 3130
3130.0-2 Policy.
3130.0-3 Authority.
3130.0-5 Definitions.
3130.0-7 Cross references. [Reserved]

3130.1 Attorney General review.

3130.2 Limitation on time to institute suit
to contest a Secretary’s decision.

3130.3 Drainage.

3130.4 Leasing: General.

3130.4-1 Tract size.

3130.4-2 Lease term.

3130.5 Bona fide purchasers.

3130.6 Leasing maps and land descriptions.

3130.6-1 Leasing maps.

3130.6-2 Land descriptions.

Subpart 3131—Leasing Program

3131.1 Receipt and consideration of nomina-
tions; public notice and participation.

3131.2 Tentative tract selection.

3131.3 Special stipulations.

3131.4 Lease sales.

3131.4-1 Notice of sale.

Subpart 3132—Issuance of Leases

3132.1
3132.2
3132.3

Who may hold a lease.
Submission of bids.
Payments.

3132.4 Qualifications.

3132.5 Award of leases.
3132.5-1 Forms.

3132.5-2 Dating of leases.

Subpart 3133—Rentals and Royalties

3133.1 Rentals.

3133.2 Royalties.

3133.2-1 Minimum royalties.

3133.3 Under what circumstances will BLM
waive, suspend, or reduce the rental, roy-
alty, or minimum royalty on my NPR-A
lease?

3133.4 How do I apply for a waiver, suspen-
sion or reduction of rental, royalty or
minimum royalty for my NPR-A lease?

Subpart 3134—Bonding: General

3134.1 Bonding.
3134.1-1 Form of bond.
3134.1-2 Additional bonds.

Subpart 3135—Transfers, Extensions,
Consolidations, and Suspensions

3135.1 Transfers and extensions, general.

3135.1-1 Transfers.

3135.1-2 Requirements for filing of transfers.

3135.1-3 Separate filing for transfers.

3135.1-4 Effect of transfer of a tract.

3135.1-5 Extension of lease.

3135.1-6 Lease renewal.

3135.1-7 Consolidation of leases.

3135.1-8 Termination of administration for
conveyed lands and segregation.
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3135.2 Under what circumstances will BLM
require a suspension of operations and
production or approve my request for a
suspension of operations and production
for my lease?

3135.3 How do I apply for a suspension of op-
erations and production?

3135.4 When is a suspension of operations
and production effective?

3135.5 When should I stop paying rental or
royalty after BLM requires or approves a
suspension of operations and production?

3135.6 When will my suspension terminate?

3135.7 What effect does a suspension of oper-
ations and production have on the term
of my lease?

3135.8 If BLM requires a suspension or
grants my request for a suspension of op-
erations and production for my lease,
when must I next pay advance annual
rental, royalty, or minimum royalty?

Subpart 3136—Relinquishments,
Terminations and Cancellations of Leases

3136.1 Relinquishment of leases or parts of
leases.

3136.2 Terminations.

3136.3 Cancellation of leases.

Subpart 3137—Unitization Agreements—
National Petroleum Reserve-Alaska

3137.5 What terms do I need to know to un-
derstand this subpart?

GENERAL

3137.10 What benefits do I receive for enter-
ing into a unit agreement?

3137.11 What consultation must the BLM
perform if lands in the unit area are
owned by a regional corporation or the
State of Alaska?

APPLICATION

3137.15 1If the Federal lands constitute less
than 10 percent of the lands in the pro-
posed unit area, is the unit agreement
subject to Federal regulations or ap-
proval?

3137.20 Is there a standard unit agreement
form?

3137.21 What must I include in a NPR-A unit
agreement?

3137.22 What are the size and shape require-
ments for a unit area?

3137.23 What must I include in my NPR-A
unitization application?

3137.24 Why would BLM reject a unit agree-
ment application?

3137.25 How will the parties to the unit
know if BLM approves the unit agree-
ment?

3137.26 When is a unit agreement effective?

3137.27 What effect do subsequent contracts
or obligations have on the unit agree-
ment?
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3137.28 What oil and gas resources of com-
mitted tracts does the unit agreement
include?

DEVELOPMENT

3137.40 What initial development obliga-
tions must I define in a unit agreement?

3137.41 What continuing development obli-
gations must I define in a unit agree-
ment?

OPTIONAL TERMS

3137.50 What optional terms may I include
in a unit agreement?

3137.51 Under what conditions does BLM
permit multiple unit operators?

3137.52 How may I modify the unit agree-
ment?

UNIT AGREEMENT OPERATING REQUIREMENTS

3137.60 As the unit operator, what are my
obligations?

3137.61 How do I change unit operators?

3137.62 What are my liabilities as a former
unit operator?

3137.63 What are my liabilities after BLM
approves me as the new unit operator?
3137.64 As a unit operator, what must I do
to prevent or compensate for drainage?

DEVELOPMENT REQUIREMENTS

3137.70 What must I do to meet initial de-
velopment obligations?

3137.71 What must I do to meet continuing
development obligations?

3137.72 What if reasons beyond my control
prevent me from meeting the initial or a
continuing development obligation by
the time the unit agreement specifies?

3137.73 What will BLM do after I submit a
plan to meet continuing development ob-
ligations?

3137.74 What must I do after BLM approves
my continuing development obligations
plan?

3137.75 May I perform additional develop-
ment outside established participating
areas to fulfill continuing development
obligations?

3137.76 What happens if I do not meet a con-
tinuing development obligation?

PARTICIPATING AREAS

3137.80 What are participating areas and
how do they relate to the unit agree-
ment?

3137.81 What is the function of a partici-
pating area?

3137.82 What are productivity criteria?

3137.83 What establishes a participating
area?

3137.84 What must I submit to BLM to es-
tablish a new participating area, or mod-
ify an existing participating area?

3137.85 What is the effective date of a par-
ticipating area?
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3137.86 What happens to participating area
when I obtain new information dem-
onstrating that the participating area
should be larger or smaller than pre-
viously determined?

3137.87 What must I do if there are unleased
Federal tracts in a participating area?
3137.88 What happens when a well outside a
participating area does not meet the pro-

ductivity criteria?

3137.89 How does production allocation
occur from wells that do not meet the
productivity criteria?

3137.90 Who must operate wells that do not
meet the productivity criteria?

3137.91 When will BLM allow a well pre-
viously determined to be a non-unit well
to be used in establishing or modifying a
PA?

3137.92 When does a participating area ter-
minate?

PRODUCTION ALLOCATION

3137.100 How must I allocate production to
the United States when a participating
area includes unleased Federal lands?

OBLIGATIONS AND EXTENSIONS

3137.110 Do the terms and conditions of a
unit agreement modify Federal lease
stipulations?

3137.111 When will BLM extend the primary
term of all leases committed to a unit
agreement or renew all leases committed
to a unit agreement?

3137.112 What happens if I am prevented
from performing actual or constructive
drilling or reworking operations?

CHANGE IN OWNERSHIP

3137.120 As a transferee of an interest in a
unitized NPR-A lease, am I subject to the
terms and conditions of the unit agree-
ment?

UNIT TERMINATION

3137.130 Under what circumstances will
BLM approve a voluntary termination of
the unit?

3137.131 What happens if the unit termi-
nated before the unit operator met the
initial development obligations?

3137.132 What if I do not meet a continuing
development obligation before I establish
any participating area in the unit?

3137.133 After participating areas are estab-
lished, when does the unit terminate?

3137.134 What happens to committed leases
if the unit terminates?

3137.135 What are the unit operator’s obliga-
tions after unit termination?

§3130.0-3

APPEALS

3137.150 How do I appeal a decision that
BLM issues under this subpart?

Subpart 3138—Subsurface Storage Agree-
ments in the National Petroleum Re-
serve-Alaska (NPR-A)

3138.10 When will BLM enter into a sub-
surface storage agreements in NPR-A
covering federally-owned lands?

3138.11 How do I apply for a subsurface stor-
age agreement?

3138.12 What must I pay for storage?

AUTHORITY: 42 U.S.C. 6508, 43 U.S.C. 1733
and 1740.

SOURCE: 46 FR 55497, Nov. 9, 1981, unless
otherwise noted.

Subpart 3130—O0il and Gas Leas-
ing, National Petroleum Re-
serve, Alaska: General

§3130.0-1 Purpose.

These regulations establish the pro-
cedures under which the Secretary of
the Interior will exercise the authority
granted to administer a competitive
leasing program for oil and gas within
the National Petroleum Reserve—Alas-
ka.

§3130.0-2 Policy.

The o0il and gas leasing program
within the National Petroleum Re-
serve—Alaska shall be conducted in ac-
cordance with the purposes and policy
directions provided by the Department
of the Interior Appropriations Act, Fis-
cal Year 1981 (Pub. L. 96-514), and other
executive, legislative, judicial and De-
partment of the Interior guidance.

§3130.0-3 Authority.

(a) The Department of the Interior
Appropriations Act, Fiscal year 1981
(Pub. L. 96-514);

(b) The Naval Petroleum Reserves
Production Act of 1976 (42 U.S.C. 6504,
et seq.); and

(c) The Federal Lands Policy and
Management Act of 1976 (43 U.S.C. 1701
et seq.), except that sections 202 and 603
are not applicable.

(d) The Energy Policy Act of 2005 (42
U.S.C. 6506a(0)).

[46 FR 55497, Nov. 9, 1981, as amended at 73
FR 6442, Feb. 4, 2008]
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§3130.0-5 Definitions.

As used in this part, the term:

(a) Act means the Department of the
Interior Appropriations Act, Fiscal
Year 1981 (Pub. L. 96-514).

(b) Bureau means the Bureau of Land
Management.

(c) Constructive operations means the
exploring, testing, surveying or other-
wise investigating the potential of a
lease for oil and gas or the actual drill-
ing or preparation for drilling of wells
therefor.

(d) NPR-A means the area formerly
within Naval Petroleum Reserve Num-
bered 4 Alaska which was redesignated
as the National Petroleum Reserve—
Alaska by the Naval Petroleum Re-
serves Production Act of 1976 (42 U.S.C.
6501).

(e) Reworking operations means all op-
erations designed to secure, restore or
improve production through some use
of a hole previously drilled, including,
but not limited to, mechanical or
chemical treatment of any horizon,
deepening to test deeper strata and
plugging back to test higher strata.

(f) Special Areas means the Utokok
River, the Teshekpuk Lake areas and
other areas within NPR—A identified
by the Secretary as having significant
subsistence, recreational, fish and wild-
life or historical or scenic value.

(g) Production allocation methodology
means a way of attributing the produc-
tion of oil and gas produced from a unit
well or wells to individual tracts com-
mitted to the unit and forming a par-
ticipating area.

(h) Reservoir heterogeneity means spa-
tial differences in the oil and gas res-
ervoir properties. This can include, but
is not limited to, the thickness of the
reservoir, the amount of pore space in
the reservoir rock that contains oil,
gas, or water, and the amount of water
contained in the reservoir rock. This
information may be used to allocate
production.

(1) Variation in reservoir producibility
means differences in the rates oil and
gas wells produce from the reservoir.
These differences can result from vari-
ations in the thickness of the reservoir,
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porosity, and the amount of connected
pore space.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17358, May 16, 1988; 73 FR 6442, Feb. 4,
2008]

§3130.0-7 Cross references. [Reserved]

§3130.1 Attorney General review.

(a) Prior to the issuance of any lease,
contract or operating agreement under
this subpart, the Secretary shall notify
the Attorney General of the proposed
issuance, the name of the successful
bidder, the terms of the proposed lease,
contract or operating agreement and
any other information the Attorney
General may require to conduct an
antitrust review of the proposed ac-
tion. Such other information shall in-
clude, but is not limited to, informa-
tion to be provided the Secretary by
the successful bidder or its owners.

(b) In advance of the publication of
any notice of sale, the Attorney Gen-
eral shall notify the Secretary of his/
her preliminary determination of the
information each successful bidder
shall be required to submit for anti-
trust review purposes. The Secretary
shall require this information to be
promptly submitted by successful bid-
ders, and may provide prospective bid-
ders the opportunity to submit such in-
formation in advance of or accom-
panying their bids. For subsequent no-
tices of sale, the Attorney General’s
preliminary information requirements
shall be as specified for the prior notice
unless a change in the requirements is
communicated to the Secretary in ad-
vance of publication of the new notice
of sale. Where a bidder in a prior sale
has previously submitted any of the
currently required information, a ref-
erence to the date of submission and to
the serial number of the record in
which it is filed, together with a state-
ment of any and all changes in the in-
formation since the date of the pre-
vious submission, shall be sufficient.

(c) The Secretary shall not issue any
lease, contract or operating agreement
until:

(1) Thirty days after the Attorney
General receives notice from the Sec-
retary of the proposed lease contract or
operating agreement, together with
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any other information required under
this section; or

(2) The Attorney General notifies the
Secretary that issuance of the proposed
lease, contract or operating agreement
does not create or maintain a situation
inconsistent with the antitrust laws,
whichever comes first. The Attorney
General shall inform the successful
bidder, and simultaneously the Sec-
retary, if the information supplied is
insufficient, and shall specify what in-
formation is required for the Attorney
General to complete his/her review.
The 30-day period shall stop running on
the date of such notification and not
resume running until the Attorney
General receives the required informa-
tion.

(d) The Secretary shall not issue the
lease, contract for operating agree-
ment to the successful bidder, if, dur-
ing the 30-day period, the Attorney
General notifies the Secretary that
such issuance would create or maintain
a situation inconsistent with the anti-
trust laws.

(e) If the Attorney General does not
reply in writing to the notification pro-
vided under paragraph (a) of this sec-
tion within the 30-day review period,
the Secretary may issue the lease, con-
tract or operating agreement without
waiting for the advice of the Attorney
General.

(f) Information submitted to the Sec-
retary to comply with this section
shall be treated by the Secretary and
by the Attorney General as confiden-
tial and proprietary data if marked
confidential by the submitting bidder
or other person. Such information shall
be submitted to the Secretary in sealed
envelopes and shall be transmitted in
that form to the Attorney General.

(g) The procedures outlined in para-
graphs (a) through (f) of this section
apply to the proposed assignment or
transfer of any lease, contract or oper-
ating agreement.

§3130.2 Limitation on time to institute
suit to contest a Secretary’s deci-
sion.

Any action seeking judicial review of
the adequacy of any programmatic or
site-specific environmental impact
statement under section 102 of the Na-
tional Environmental Policy Act of

§3130.6-2

1969 (42 U.S.C. 4332) concerning oil and
gas leasing in NPR-A shall be barred
unless brought in the appropriate Dis-
trict Court within 60 days after notice
of availability of such statement is
published in the FEDERAL REGISTER.

§3130.3 Drainage.

Upon a determination by the author-
ized officer, that lands owned by the
United States within NPR-A are being
drained, the regulations under §3162.2
of this title, including the provisions
relating to compensatory agreements
or royalties, shall apply.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17358, May 16, 1988; 66 FR 1892, Jan. 10,
2001]

§3130.4 Leasing: General.

§3130.4-1 Tract size.

A tract selected for leasing shall con-
sist of a compact area of not more than
60,000 acres.

§3130.4-2 Lease term.

The primary term of an NPR-A lease
is 10 years.

[67 FR 17885, Apr. 11, 2002]

§3130.5 Bona fide purchasers.

The provisions of §3108.4 of this title
shall apply to bona fide purchasers of
leases within NPR-A.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17358, May 16, 1988]

§3130.6 Leasing maps and land de-
scriptions.

§3130.6-1 Leasing maps.

The Bureau shall prepare leasing
maps showing the tracts to be offered
for lease sale.

§3130.6-2 Land descriptions.

(a) All tracts shall be composed of en-
tire sections either surveyed or pro-
tracted, whichever is applicable, except
that if the tracts are adjacent to up-
land navigable water areas, they may
be adjusted on the basis of subdivi-
sional parts of the sections.

(b) Leased lands shall be described
according to section, township and
range in accordance with the official
survey or protraction diagrams.
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Subpart 3131—Leasing Program

§3131.1 Receipt and consideration of
nominations; public notice and par-
ticipation.

During preparation of a proposed
leasing schedule, the Secretary shall
invite and consider suggestions and rel-
evant information for such program
from the Governor of Alaska, local gov-
ernments, Native corporations, indus-
try, other Federal agencies, including
the Attorney General and all inter-
ested parties, including the general
public. This request for information
shall be issued as a notice in the FED-
ERAL REGISTER.

§3131.2 Tentative tract selection.

(a) The State Director Alaska, Bu-
reau of Land Management, shall issue
calls for Nominations and Comments
on tracts for leasing for oil and gas in
specified areas. The call for Nomina-
tions and Comments shall be published
in the FEDERAL REGISTER and may be
published in other publications as de-
sired by the State Director. Nomina-
tions and Comments on tracts shall be
addressed to the State Director Alaska,
Bureau of Land Management. The
State Director shall also request com-
ments on tracts which should receive
special concern and analysis.

(b) The State Director, after comple-
tion of the required environmental
analysis (see 40 CFR 1500-1508), shall se-
lect tracts to be offered for sale. In
making the selection, the State Direc-
tor shall consider available environ-
mental information, multiple-use con-
flicts, resource potential, industry in-
terest, information from appropriate
Federal agencies and other available
information. The State Director shall
develop measures to mitigate adverse
impacts, including lease stipulations
and information to lessees. These miti-
gating measures shall be made public
in the notice of sale.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17358, May 16, 1988]

§3131.3 Special stipulations.

Special stipulations shall be devel-
oped to the extent the authorized offi-
cer deems necessary and appropriate
for mitigating reasonably foreseeable
and significant adverse impacts on the
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surface resources. Special Areas stipu-
lations for exploration or production
shall be developed in accordance with
section 104 of the Naval Petroleum Re-
serves Production Act of 1976. Any spe-
cial stipulations and conditions shall
be set forth in the notice of sale and
shall be attached to and made a part of
the lease, if issued. Additional stipula-
tions needed to protect surface re-
sources and special areas may be im-
posed at the time the surface use plan
and permit to drill are approved.

§3131.4 Lease sales.

§3131.4-1 Notice of sale.

(a) The State Director Alaska, Bu-
reau of Land Management, shall pub-
lish the notice of sale in the FEDERAL
REGISTER, and may publish the notice
in other publications if he/she deems it
appropriate. The publication in the
FEDERAL REGISTER shall be at least 30
days prior to the date of the sale. The
notice shall state the place and time at
which bids are to be filed, and the
place, date and hour at which bids are
to be opened.

(b) Tracts shall be offered for lease by
competitive sealed bidding under con-
ditions specified in the notice of lease
sale and in accordance with all applica-
ble laws and regulations. Bidding sys-
tems used in sales shall be based on
bidding systems included in section
(205)(a)(1)(A) through (H) of the Outer
Continental Shelf Lands Act Amend-
ments of 1978 (43 U.S.C. 1801 et seq.).

(c) A detailed statement of the sale,
including a description of the areas to
be offered for lease, the lease terms,
conditions and special stipulations and
how and where to submit bids shall be
made available to the public imme-
diately after publication of the notice
of sale.

Subpart 3132—Issuance of Leases

§3132.1 Who may hold a lease.

Leases issued pursuant to this sub-
part may be held only by:

(a) Citizens and nationals of the
United States;

(b) Aliens lawfully admitted for per-
manent residence in the United States
as defined in 8 U.S.C. 1101(a)(20);

382



Bureau of Land Management, Interior

(c) Private, public or municipal cor-
porations organized under the laws of
the United States or of any State or of
the District of Columbia, the Common-
wealth of Puerto Rico, the Virgin Is-
lands, Guam, American Samoa or any
of its territories; or

(d) Associations of such citizens, na-
tionals, resident aliens or private, pub-
lic or municipal corporations.

§3132.2 Submission of bids.

(a) A separate sealed bid shall be sub-
mitted for each tract in the manner
prescribed. A bid shall not be sub-
mitted for less than an entire tract.

(b) Each bidder shall submit with the
bid a certified or cashier’s check, bank
draft, U.S. currency or any other form
of payment approved by the Secretary
for one-fifth of the amount of the cash
bonus, unless stated otherwise in the
notice of sale.

(c) Bach bid shall be accompanied by
statements of qualifications prepared
in accordance with §3132.4 of this title.

(d) Bidders are bound by the provi-
sions of 18 U.S.C. 1860 prohibiting un-
lawful combination or intimidation of
bidders.

§3132.3 Payments.

(a) Make payments of bonuses, in-
cluding deferred bonuses, first year’s
rental, other payments due upon lease
issuance, and fees, to BLM’s Alaska
State Office. Before we issue a lease,
the highest bidder must pay the proc-
essing fee for competitive lease appli-
cations found in the fee schedule in
§3000.12 of this chapter in addition to
other remaining bonus and rental pay-
ments. All payments shall be made by
certified or cashier’s check, bank draft,
U.S. currency or any other form of pay-
ment approved by the Secretary. Pay-
ments shall be made payable to the De-
partment of the Interior, Bureau of
Land Management, unless otherwise di-
rected.

(b) All other payments required by a
lease or the regulations in this part
shall be payable to the Department of
the Interior, Minerals Management
Service.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17358, May 16, 1988; 70 FR 58875, Oct. 7,
2005]

§3132.5

§3132.4 Qualifications.

Submission of a lease bid constitutes
certification of compliance with the
regulations of this part. Anyone seek-
ing to acquire, or anyone holding, a
Federal oil and gas lease or interest
therein may be required to submit ad-
ditional information to show compli-
ance with the regulations of this part.

[47 FR 8546, Feb. 26, 1982]

§3132.5 Award of leases.

(a) Sealed bids received in response
to the notice of lease sale shall be
opened at the place, date and hour
specified in the notice of sale. The
opening of bids is for the sole purpose
of publicly announcing and recording
the bids received. No bids shall be ac-
cepted or rejected at that time.

(b) The United States reserves the
right to reject any and all bids received
for any tract, regardless of the amount
offered.

(c) In the event the highest bids are
tie bids, the tying bidders shall be al-
lowed to submit within 15 days of the
public announcement of a tie bid addi-
tional sealed bids to break the tie. The
additional bids shall include any addi-
tional amount necessary to bring the
amount tendered with his/her bid to
one-fifth of the additional bid. Addi-
tional bids to break tie bids shall be
processed in accordance with para-
graph (a) of this section.

(d) If the authorized officer fails to
accept the highest bid for a lease with-
in 90 days or a lesser period of time as
specified in the notice of sale, the high-
est bid for that lease shall be consid-
ered rejected. This 90-day period or
lesser period as specified in the notice
of sale shall not include any period of
time during which acceptance, rejec-
tion or other processing of bids and
lease issuance by the Department of
the Interior are enjoined or prohibited
by court order.

(e) Written notice of the final deci-
sion on the bids shall be transmitted to
those bidders whose deposits have been
held in accordance with instructions
set forth in the notice of sale. If a bid
is accepted, 2 copies of the lease shall
be transmitted with the notice of ac-
ceptance to the successful bidder. The
bidder shall, not later than the 15th
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day after receipt of the lease, sign both
copies of the lease and return them, to-
gether with the first year’s rental and
the balance of the bonus bid, unless de-
ferred, and shall file a bond, if required
to do so. Deposits shall be refunded on
rejected bids.

(f) If the successful bidder fails to
execute the lease within the prescribed
time or otherwise to comply with the
applicable regulations, the deposit
shall be forfeited and disposed of as
other receipts under the Act.

(g) If the awarded lease is executed
by an attorney-in-fact acting on behalf
of the bidder, the lease shall be accom-
panied by evidence that the bidder au-
thorized the attorney-in-fact to exe-
cute the lease on his/her behalf. Ref-
erence may be made to the serial num-
ber of the record and the office of the
Bureau of Land Management in which
such evidence has already been filed.

(h) When the executed lease is re-
turned to the authorized officer, he/she
shall within 15 days of receipt of the
material required by paragraph (e) of
this section, execute the lease on be-
half of the United States. A copy of the
fully executed lease shall be trans-
mitted to the lessee.

§3132.5-1 Forms.

Leases shall be issued on forms ap-
proved by the Director.

§3132.5-2 Dating of leases.

All leases issued under the regula-
tions in this part shall become effec-
tive as of the first day of the month
following the date they are signed on
behalf of the United States. When prior
written request is made, a lease may
become effective as of the first day of
the month within which it is signed on
behalf of the United States.

Subpart 3133—Rentals and
Royalties

§3133.1 Rentals.

(a) An annual rental shall be due and
payable at the rate prescribed in the
notice of sale and the lease, but in no
event shall such rental be less than $3
per acre, or fraction thereof. Payment
shall be made on or before the first day
of each lease year prior to discovery of
oil or gas on the lease.
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(b) If there is no actual or allocated
production on the portion of a lease
that has been segregated from a pro-
ducing lease, the owner of such seg-
regated lease shall pay an annual rent-
al for such segregated portion at the
rate per acre specified in the original
lease. This rental shall be payable each
lease year following the year in which
the segregation became effective and
prior to discovery of oil or gas on such
segregated portion.

(¢c) Annual rental paid in any year
prior to discovery of oil or gas on the
lease shall be in addition to, and shall
not be credited against, any royalties
due from production.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17358, May 16, 1988]

§3133.2 Royalties.

Royalties on o0il and gas shall be at
the rate specified in the notice of sale
as to the tracts, if appropriate, and in
the lease, unless the Secretary, in
order to promote increased production
on the leased area through direct, sec-
ondary or tertiary recovery means, re-
duces or eliminates any royalty set out
in the lease.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17358, May 16, 1988]

§3133.2-1 Minimum royalties.

For leases which provide for min-
imum royalty payments, each lessee
shall pay the minimum royalty speci-
fied in the lease at the end of each
lease year beginning with the first
lease year following a discovery on the
lease.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17358, May 16, 1988]

§3133.3 Under what circumstances
will BLM waive, suspend, or reduce
the rental, royalty, or minimum roy-
alty on my NPR-A lease?

(a) BLM will waive, suspend, or re-
duce the rental or minimum royalty or
reduce the royalty rate on your lease if
BLM finds that—

(1) It encourages the greatest ulti-
mate recovery of oil or gas or it is in
the interest of conservation; and

(2) It is necessary to promote devel-
opment or the BLM determines the
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lease cannot be successfully operated
under the terms of the lease.

(b) The BLM will consult with the
State of Alaska and the North Slope
Borough within 10 days of receiving an
application for waiver, suspension, or
reduction of rental or minimum roy-
alty, or reduction of the royalty rate
and will not approve an application
under §3133.4 of this subpart until at
least 30 days after the consultation.

(c) If your lease includes land that
was made available for acquisition by a
regional corporation (as defined in 43
U.S.C. 1602) under the provision of Sec-
tion 1431(o) of the Alaska National In-
terest Lands Conservation Act
(ANILCA) (16 U.S.C. 3101 et seq.), the
BLM will only approve a waiver, sus-
pension, or reduction of rental or min-
imum royalty, or reduction of the roy-
alty rate if the regional corporation
concurs.

[67 FR 17885, Apr. 11, 2002, as amended at 73
FR 6442, Feb 4, 2008]

§3133.4 How do I apply for a waiver,
suspension or reduction of rental,
royalty or minimum royalty for my
NPR-A lease?

(a) Submit to BLM your application
and in it describe the relief you are re-
questing and include—

(1) The lease serial number;

(2) The number, location and status
of each well drilled;

(3) A statement that shows the aggre-
gate amount of oil or gas subject to
royalty for each month covering a pe-
riod of at least six months immediately
before the date you filed the applica-
tion;

(4) The number of wells counted as
producing each month and the average
production per well per day;

(5) A detailed statement of expenses
and costs of operating the entire lease,
including the amount of any overriding
royalty and payments out of produc-
tion or similar interests applicable to
your lease;

(6) All facts that demonstrate the
waiver, suspension, or reduction of the
rental or minimum royalty, or the re-
duction of the royalty rate encourages
the greatest ultimate recovery of oil or
gas or it is in the interest of conserva-
tion; and

§3134.1

(7) All facts that demonstrate you
cannot successfully operate the lease
under the terms of the lease;

(8) Any other information BLM re-
quires.

(b) Your application must be signed
by—

(1) All record title holders of the
lease; or

(2) By the operator on behalf of all
record title holders.

[67 FR 17885, Apr. 11, 2002, as amended at 73
FR 6442, Feb. 4, 2008]

Subpart 3134—Bonding: General

§3134.1 Bonding.

(a) Prior to issuance of an oil and gas
lease, the successful bidder shall fur-
nish the authorized officer a surety or
personal bond in accordance with the
provisions of §3104.1 of this title in the
sum of $100,000 conditioned on compli-
ance with all the lease terms, including
rentals and royalties, conditions and
any stipulations. The bond shall not be
required if the bidder already main-
tains or furnishes a bond in the sum of
$300,000 conditioned on compliance
with the terms, conditions and stipula-
tions of all oil and gas leases held by
the bidder within NPR-A, or maintains
or furnishes a nationwide bond as set
forth in §3104.3(b) of this title and fur-
nishes a rider thereto sufficient to
bring total coverage to $300,000 to cover
all oil and gas leases held within NPR-
A.

(b) A bond in the sum of $100,000 or
$300,000, or a nationwide bond as pro-
vided in §3104.3(b) of this title with a
rider thereto sufficient to bring total
coverage to $300,000 to cover all oil and
gas leases within NPR-A, may be pro-
vided by an operating rights owner
(sublessee) or operator in lieu of a bond
furnished by the lessee, and shall as-
sume the responsibilities and obliga-
tions of the lessee for the entire lease-
hold in the same manner and to the ex-
tent as though he/she were the lessee.

(c) If as a result of a default, the sur-
ety on a bond makes payment to the
United States of any indebtedness
under a lease secured by the bond, the
face amount of such bond and the sure-
ty’s liability shall be reduced by the
amount of such payment.
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(d) A new bond in the amount pre-
viously held or a larger amount as de-
termined by the authorized officer
shall be posted within 6 months or such
shorter period as the authorized officer
may direct after a default. In lieu
thereof, separate or substitute bonds
for each lease covered by the prior
bond may be filed. The authorized offi-
cer may cancel a lease(s) covered by a
deficient bond(s), in accordance with
§3136.3 of this title. Where a bond is
furnished by an operator, suit may be
brought thereon without joining the
lessee when such lessee is not a party
to the bond.

(e) Except as provided in this sub-
part, the bonds required for NPR-A
leases are in addition to any other
bonds the successful bidder may have
filed or be required to file under
§§3104.2, 3104.3(a) and 3154.1 and sub-
parts 3206 and 3209 of this title.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17358, May 16, 1988; 53 FR 22846, June 17,
1988]

§3134.1-1 Form of bond.

All bonds furnished by a lessee, oper-
ating rights owner (sublessee), or oper-
ator shall be on a form approved by the
Director.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17358, May 16, 1988]

§3134.1-2 Additional bonds.

(a) The authorized officer may re-
quire the bonded party to supply addi-
tional bonding in accordance with
§3104.5(b) of this chapter.

(b) The holders of any oil and gas
lease bond for a lease on the NPR-A
shall be permitted to obtain a rider to
include the coverage of oil and gas geo-
physical operations within the bound-
aries of NPR-A.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17358, May 16, 1988; 73 FR 6442, Feb. 4,
2008]
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Subpart 3135—Transfers, Exten-
sions, Consolidations, and
Suspensions

§3135.1 Transfers and extensions, gen-
eral.

§3135.1-1 Transfers.

(a) Subject to approval of the author-
ized officer, a lessee may transfer his/
her lease(s), or any undivided interest
therein, or any legal subdivision, to
anyone qualified under §§3130.1 and
3132.4 of this title to hold a lease.

(b) Any approved transfer shall be
deemed to be effective on the first day
of the lease month following its filing
in the proper BLM office, unless, at the
request of the parties, an earlier date is
specified in the approval.

(c) The transferor shall continue to
be responsible for all obligations under
the lease accruing prior to the approval
of the transfer.

(d) The transferee shall be respon-
sible for all obligations under the lease
subsequent to the effective date of a
transfer, and shall comply with all reg-
ulations issued under the Act.

(e) When a transfer of operating
rights (sublease) is approved, the sub-
lessee is responsible for all obligations
under the rights transferred to the sub-
lessee.

(f) Transfers are approved for admin-
istrative purposes only. Approval does
not warrant or certify that either
party to a transfer holds legal or equi-
table title to a lease.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17359, May 16, 1988; 53 FR 31867, Aug. 22,
1988]

§3135.1-2 Requirements for filing of
transfers.

(a)(1) All instruments of transfer of
lease or of an interest therein, includ-
ing operating rights, subleases and as-
signments of record-title shall be filed
in triplicate for approval. Such instru-
ments shall be filed within 90 days
from the date of final execution. The
instruments of transfer shall include a
statement, over the transferee’s own
signature, with respect to citizenship
and qualifications as required of a bid-
der under §3132.4 of this title and shall
contain all of the terms and conditions
agreed upon by the parties thereto.
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Carried working interests, overriding
royalty interests or payments out of
production or other interest may be
created or transferred without ap-
proval.

(2) An application for approval of any
instrument that the regulations re-
quire you to file must include the proc-
essing fee for assignments and trans-
fers found in the fee schedule in
§3000.12 of this chapter. Any document
that the regulations in this part do not
require you to file, but that you submit
for record purposes, must also include
the processing fee for assignments and
transfers found in the fee schedule in
§3000.12 of this chapter for each lease
affected. Such documents may be re-
jected by the authorized officer.

(b) An attorney-in-fact, on behalf of
the holder of a lease, operating rights
or sublease, shall furnish evidence of
authority to execute the transfer or ap-
plication for approval and the state-
ment required by §3132.5(g) of this
title.

(c) Where a transfer of record title
creates separate leases, a bond shall be
furnished covering the transferred
lands in the amount prescribed in
§3134.1 of this title. Where a transfer
does not create separate leases, the
transferee, if the transfer so provides
and the surety consents, may become
co-principal on the bond with the
transferor.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17359, May 16, 1988; 70 FR 58875, Oct. 7,
2005]

§3135.1-3 Separate filing for transfers.

A separate instrument of transfer
shall be filed for each lease on a form
approved by the Director or an exact
reproduction of the front and back of
such form. Any earlier editions of the
current form are deemed obsolete and
are unacceptable for filing. When
transfers to the same person, associa-
tion or corporation, involving more
than 1 lease are filed at the same time
for approval, 1 request for approval and
1 showing as to the qualifications of
the transferee shall be sufficient.

[63 FR 17359, May 16, 1988; 53 FR 31959, Aug.
22, 1988]

§3135.1-5

§3135.1-4 Effect of transfer of a tract.

(a) When a transfer is made of all the
record title to a portion of the acreage
in a lease, the transferred and retained
portions are divided into separate and
distinct leases. The BLM will not ap-
prove transfers of a tract of land:

(1) Of less than 640 acres that is not
compact; or

(2) That would leave a retained tract
of less than 640 acres.

(b) Each segregated lease shall con-
tinue in full force and effect for the
primary term of the original lease and
so long thereafter as the activities on
the segregated lease support extension
in accordance with §3135.1-5.

[73 FR 6442, Feb. 4, 2008]

§3135.1-5 Extension of lease.

(a) The term of a lease shall be ex-
tended beyond its primary term:

(1) So long as o0il or gas is produced
from the lease in paying quantities;

(2) If the BLM has determined in
writing that oil or gas is capable of
being produced in paying quantities
from the lease; or

(3) So long as drilling or reworking
operations, actual or constructive, as
approved by the BLM, are conducted
thereon.

(b) Your lease will expire on the 30th
anniversary of the original issuance
date of the lease unless 0il or gas is
being produced in paying quantities. If
your lease contains a well that is capa-
ble of production, but you fail to
produce the oil or gas due to cir-
cumstances beyond your control, you
may apply for a suspension under
§3135.2. If the BLM approves the sus-
pension, the lease will not expire on
the 30th anniversary of the original
issuance date of the lease.

(c) A lease may be maintained in
force by the BLM-approved directional
wells drilled under the leased area from
surface locations on adjacent or adjoin-
ing lands not covered by the lease. In
such circumstances, drilling shall be
considered to have commenced on the
lease area when drilling is commenced
on the adjacent or adjoining lands for
the purpose of directional drilling
under the leased area through any di-
rectional well surfaced on adjacent or
adjoining lands. Production, drilling or
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reworking of any such directional well
shall be considered production or drill-
ing or reworking operations on the
lease area for all purposes of the lease.

[73 FR 6442, Feb. 4, 2008]

§3135.1-6 Lease renewal.

(a) With a discovery—(1) At any time
after the fifth year of the primary term
of a lease, the BLM may approve a 10-
yvear lease renewal for a lease on which
there has been a well drilled and a dis-
covery of hydrocarbons even if the
BLM has determined that the well is
not capable of producing oil or gas in
paying quantities. The BLM must re-
ceive the lessee’s application for lease
renewal no later than 60 days prior to
the expiration of the primary term of
the lease.

(2) The renewal application must pro-
vide evidence, and a certification by
the lessee, that the lessee or its oper-
ator has drilled one or more wells and
discovered producible hydrocarbons on
the leased lands in such quantities that
a prudent operator would hold the
lease for potential future development.

(3) The BLM will approve the renewal
application if it determines that a dis-
covery was made and that a prudent
operator would hold the lease for fu-
ture development.

(4) The lease renewal will be effective
on the day following the end of the pri-
mary term of the lease.

(5) The lease renewal may be ap-
proved on the condition that the lessee
drills one or more additional wells or
acquires and analyzes more well data,
seismic data, or geochemical survey
data prior to the end of the primary
term.

(b) Without a discovery—(1) At any
time after the fifth year of the primary
term of a lease, the BLM may approve
an application for a 10-year lease re-
newal for a lease on which there has
not been a discovery of oil or gas. The
BLM must receive the lessee’s applica-
tion no later than 60 days prior to the
expiration of the primary term of the
lease.

(2) The renewal application must:

(i) Provide sufficient evidence that
the lessee has diligently pursued explo-
ration that warrants continuation of
the lease with the intent of continued
exploration or future potential devel-
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opment of the leased land. The applica-
tion must show the:

(A) Lessee or its operator has drilled
one or more wells or has acquired and
analyzed seismic data, or geochemical
survey data on a significant portion of
the leased land since the lease was
issued;

(B) Data collected indicates a reason-
able probability of future success; and

(C) Lessee’s plans for future explo-
ration; or

(ii) Show that all or part of the lease
is part of a unit agreement covering a
lease that qualifies for renewal without
a discovery and that the lease has not
been previously contracted out of the
unit.

(3) The BLM will approve the renewal
application if it determines that the
application satisfies the requirements
of paragraph (b)(2)(i) or (ii) of this sec-
tion. If the BLM approves the applica-
tion for lease renewal, the applicant
must submit to the BLM a fee of $100
per acre within 5 business days of re-
ceiving notification of approval.

(4) The lease renewal will be effective
on the day following the end of the pri-
mary term of the lease.

(5) The lease renewal may be ap-
proved on the condition that the lessee
drills one or more additional wells or
acquires and analyzes more well data,
seismic data or geochemical survey
data prior to the end of the primary
term.

(c) Renewed lease. The renewed lease
will be subject to the terms and condi-
tions applicable to new o0il and gas
leases issued under the Integrated Ac-
tivity Plan in effect on the date that
the BLM issues the decision to renew
the lease.

[73 FR 6442, Feb. 4, 2008]

§3135.1-7 Consolidation of leases.

(a) Leases may be consolidated upon
written request of the lessee filed with
the State Director Alaska, Bureau of
Land Management. The request shall
identify each lease involved by serial
number and shall explain the factors
which justify the consolidation. In-
clude with each request for a consolida-
tion of leases the processing fee found
in the fee schedule in §3000.12 of this
chapter.
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(b) All parties holding any undivided
interest in any lease involved in the
consolidation shall agree to enter into
the same lease consolidation.

(c) Consolidation of leases not to ex-
ceed 60,000 acres may be approved by
the State Director, Alaska if it is de-
termined that the consolidation is jus-
tified.

(d) The effective date, the anniver-
sary date, and the primary term of the
consolidated lease will be those of the
oldest original lease involved in the
consolidation. The term of a consoli-
dated lease may be extended, or re-
newed, as appropriate, beyond the pri-
mary lease term under §3135.1-56 or
§3135.1-6.

(e) Royalty, rental, special lease stip-
ulations and other terms and condi-
tions of each original lease except the
effective date, anniversary date and
the primary term shall continue to
apply to that lease or any portion
thereof regardless of the lease becom-
ing a part of a consolidated lease. The
highest royalty and rental rates of the
original leases shall apply to the con-
solidated lease.

[48 FR 4183, Jan. 5, 1983, as amended at 70 FR
58875, Oct. 7, 2005. Redesignated and amended
at 73 FR 6442, 6443, Feb. 4, 2008]

§3135.1-8 Termination of administra-
tion for conveyed lands and seg-
regation.

(a) If all of the mineral estate is con-
veyed to a regional corporation, the re-
gional corporation will assume the les-
sor’s obligation to administer any oil
and gas lease.

(b) If a conveyance of the mineral es-
tate does not include all of the land
covered by an oil and gas lease, the
lease will be segregated into two
leases, one of which will cover only the
mineral estate conveyed. The regional
corporation will assume administra-
tion of the lease covering the conveyed
mineral estate.

(c) If the regional corporation as-
sumes administration of a lease under
paragraph (a) or (b) of this section, all
lease terms, BLM regulations, and
BLM orders in effect on the date of as-
sumption continue to apply to the les-
see under the lease. All such obliga-
tions will be enforceable by the re-

§3135.2

gional corporation as the lessor until
the lease terminates.

(d) In a case in which a conveyance of
a mineral estate described in paragraph
(b) of this section does not include all
of the land covered by the oil and gas
lease, the owner of the mineral estate
in any particular portion of the land
covered by the lease is entitled to all of
the revenues reserved under the lease
as to that portion including all of the
royalty payable with respect to oil or
gas produced from or allocated to that
portion.

[73 FR 6443, Feb. 4, 2008]

§3135.2 Under what circumstances
will BLM require a suspension of
operations and production or ap-
prove my request for a suspension
of operations and production for
my lease?

(a) BLM will require a suspension of
operations and production or approve
your request for a suspension of oper-
ations and production for your lease(s)
if BLM determines that—

(1) It is in the interest of conserva-
tion of natural resources;

(2) It encourages the greatest ulti-
mate recovery of oil and gas, such as
by encouraging the planning and con-
struction of a transportation system to
a new area of discovery; or

(3) It mitigates reasonably foresee-
able and significantly adverse effects
on surface resources.

(b) BLM will suspend operations and
production for your lease if it deter-
mines that, despite the exercise of due
care and diligence, you can’t comply
with your lease requirements for rea-
sons beyond your control.

(c) If BLM requires a suspension of
operations and production or approves
your request for a suspension of oper-
ations and production, the suspen-
sion—

(1) Stops the running of your lease
term and prevents it from expiring for
as long as the suspension is in effect;

(2) Relieves you of your obligation to
pay rent, royalty, or minimum royalty
during the suspension; and

(3) Prohibits you from operating on,
producing from, or having any other
beneficial use of your lease during the
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suspension. However, you must con-
tinue to perform necessary mainte-
nance and safety activities.

[67 FR 17886, Apr. 11, 2002]

§3135.3 How do I apply for a suspen-
sion of operations and production?

(a) You must submit to BLM an ap-
plication stating the circumstances
that are beyond your reasonable con-
trol that prevent you from operating or
producing your lease(s).

(b) Your suspension application must
be signed by—

(1) All record title holders of the
lease; or

(2) The operator on behalf of the
record title holders of the leases com-
mitted to an approved agreement.

(c) You must submit your application
to BLM before your lease expires.

(d) Your application must be for your
entire lease.

[67 FR 17886, Apr. 11, 2002]

§3135.4 When is a suspension of oper-
ations and production effective?

A suspension of operations and pro-
duction is effective—

(a) The first day of the month in
which you file the application for sus-
pension or BLM requires the suspen-
sion; or

(b) Any other date BLM specifies in
the decision document.

[67 FR 17886, Apr. 11, 2002]

§3135.5 When should I stop paying
rental or royalty after BLM re-
quires or approves a suspension of
operations and production ?

You should stop paying rental or roy-
alty on the first day of the month that
the suspension is effective. However, if
there is any production sold or re-
moved during that month, you must
pay royalty on that production.

[67 FR 17886, Apr. 11, 2002]

§3135.6 When will my suspension ter-
minate?

(a) Your suspension terminates—

(1) On the first day of the month in
which you begin to operate or produce
on your lease with BLM approval; or

(2) The date BLM specifies in a writ-
ten notice to you.
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(b) You must notify BLM at least 24
hours before you begin operations or
production under paragraph (a)(1) of
this section.

[67 FR 17886, Apr. 11, 2002]

§3135.7 What effect does a suspension
of operations and production have
on the term of my lease?

(a) Primary term. If BLM grants a sus-
pension of operations and production
for your lease, the suspension stops the
running of the primary term of your
lease for the period of the suspension.

(b) Extended term. If your lease is in
its extended term, a suspension holds
your lease in its extended term for the
period of the suspension as if it were in
production.

[67 FR 17886, Apr. 11, 2002]

§3135.8 If BLM requires a suspension
or grants my request for a suspen-
sion of operations and production
for my lease, when must I next pay
advance annual rental, royalty, or
minimum royalty?

(a) You are not required to submit
your next rental or minimum royalty
payment until the date the suspension
terminates. Therefore, if your suspen-
sion begins in month 3 of lease year A
and ends in month 2 of lease year B,
you must submit your rental payment
for lease year B when your suspension
ends. BLM will send a written notice to
the lessee and operator stating that
the suspension is terminated and the
date your rental payment for lease
year B is due to MMS. BLM’s notice
also will state when you must pay any
minimum royalty due for lease year A.
Your minimum royalty for lease year B
will be due at the end of that year.

(b) If you remove or sell any produc-
tion from the lease during the term of
the suspension, you must pay royalty
on that production.

[67 FR 17886, Apr. 11, 2002]
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Subpart  3136—Relinquishments,
Terminations and Cancella-
tions of Leases

§3136.1 Relinquishment of leases or
parts of leases.

A lease may be surrendered in whole
or in part by the lessee by filing a writ-
ten relinquishment, in triplicate, with
the Alaska State Office of the Bureau.
No filing fee is required. In the case of
partial relinquishments, neither the re-
linquished lands nor the retained lands
shall be less than a compact tract of
not less than 640 acres. A relinquish-
ment shall take effect on the date it is
filed subject to the continued obliga-
tion of lessee and the surety to make
all payments due, including any ac-
crued rental, royalties and deferred bo-
nuses and to abandon all wells, and
condition or remove other facilities on
the lands to be relinquished to the sat-
isfaction of the authorized officer.

[46 FR 55497, Nov. 9, 1981, as amended at 53
FR 17359, May 16, 1988]

§3136.2 Terminations.

Any lease on which there is no well
capable of producing oil or gas in pay-
ing quantities shall terminate if the
lessee fails to pay the annual rental in
full on or before the anniversary date
of such lease and such failure continues
for more than 30 days after the notice
of delinquent rental has been delivered
by registered or certified mail to the
lease owner’s record post office ad-
dress.

§3136.3 Cancellation of leases.

(a) Any nonproducing lease may be
canceled by the authorized officer
whenever the lessee fails to comply
with any provisions of the Acts cited in
§3130.0-3 of this title, of the regulations
issued thereunder or of the lease, if
such failure to comply continues for 30-
days after a notice thereof has been de-
livered by registered or certified mail
to the lease owner’s record post office
address.

(b) Producing leases or leases known
to contain valuable deposits of oil or
gas may be canceled only by court
order.

§3137.5

Subpart 3137—Unitization Agree-
ments—National Petroleum
Reserve-Alaska

SOURCE: 67 FR 17886, Apr. 11, 2002, unless
otherwise noted.

§3137.5 What terms do I need to know
to understand this subpart?

As used in this subpart—

Actual drilling means operations you
conduct that are similar to those that
a person seriously looking for oil or gas
could be expected to conduct in that
particular area, given the existing
knowledge of geologic and other perti-
nent facts about the area to be drilled.
The term includes the testing, com-
pleting, or equipping of the drill hole
(casing, tubing, packers, pumps, etc.)
so that it is capable of producing oil or
gas. Actual drilling operations do not
include preparatory or preliminary
work such as grading roads and well
sites, or moving equipment onto the
lease.

Actual production means oil or gas
flowing from the wellbore into treat-
ment or sales facilities.

Actual reworking operations means
reasonably continuous well-bore oper-
ations such as fracturing, acidizing,
and tubing repair.

Committed tract means—

(1) A Federal lease where all record
title holders and all operating rights
owners have agreed to the terms and
conditions of a unit agreement, com-
mitted their interest to the unit; or

(2) A State lease or private parcel of
land where all oil and gas lessees and
all operating rights owners or the own-
ers of unleased minerals have agreed to
the terms and conditions of a unit
agreement.

Constructive drilling means those ac-
tivities that are necessary to prepare
for actual drilling that occur after
BLM approves an application to drill,
but before you actually drill the well.
These include, but are not limited to,
activities such as road and well pad

construction, and drilling rig and
equipment set-up.
Constructive reworking operations

means activities that are necessary to
prepare for well-bore operations. These
may include rig and equipment set-up
and pit construction.
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Continuing development obligations
means a program of development or op-
erations you conduct that, after you
complete initial obligations defined in
a unit agreement—

(1) Meets or exceeds the rate of non-
unit operations in the vicinity of the
unit; and

(2) Represents an investment propor-
tionate to the size of the area covered
by the unit agreement.

Drainage means the migration of hy-
drocarbons, inert gases (other than he-
lium), or associated resources caused
by production from other wells.

NPR-A lease means any oil and gas
lease within the boundaries of the
NPR-A, issued and administered by the
United States under the Naval Petro-
leum Reserves Production Act of 1976,
as amended (42 U.S.C. 6501-6508), that
authorizes exploration for and removal
of oil and gas.

Operating rights (working interest)
means any interest you hold that al-
lows you to explore for, develop, and
produce oil and gas.

Participating area means those com-
mitted tracts or portions of those com-
mitted tracts within the unit area that
are proven to be productive by a well
meeting the productivity criteria spec-
ified in the unit agreement.

Primary target means the principal
geologic formation that you intend to
develop and produce.

Producible interval means any pool,
deposit, zone, or portion thereof capa-
ble of producing oil or gas.

Record title means legal ownership of
an oil and gas lease recorded in BLM’s
records.

Tract means land that may be in-
cluded in an NPR-A o0il and gas unit
agreement and that may or may not be
in a Federal lease.

Unit agreement means a BLM-ap-
proved agreement to cooperate in ex-
ploring, developing, operating and
sharing in production of all or part of
an oil or gas pool, field or like area, in-
cluding at least one NPR-A lease, with-
out regard to lease boundaries and
ownership.

Unit area means all tracts committed
to a BLM-approved unit. Tracts not
committed to the unit, even though
they may be within the external unit
boundary, are not part of the unit area.
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Unit operations are all activities asso-
ciated with exploration, development
drilling, and production operations the
unit operator(s) conducts on com-
mitted tracts.

[67 FR 17886, Apr. 11, 2002, as amended at 73
FR 6443, Feb. 4, 2008]

GENERAL

§3137.10 What benefits do I receive for
entering into a unit agreement?

(a) Bach individual tract committed
to the unit agreement meets its full
performance obligation if one or more
tracts in the unit meets the develop-
ment or production requirements;

(b) Production from a well that
meets the productivity criteria (see
§3137.82 of this subpart) under the unit
agreement extends the term of all
NPR-A leases committed to the unit
agreement as provided in §3137.111 of
this subpart;

(¢c) You may drill within the unit
without regard to certain lease restric-
tions, such as lease boundaries within
the unit and spacing offsets; and

(d) You may consolidate operations
and permitting and reporting require-
ments.

§3137.11 What consultation must the
BLM perform if lands in the unit
area are owned by a regional cor-
poration or the State of Alaska?

If the BLM administers a unit con-
taining tracts where the mineral estate
is owned by a regional corporation or
the State of Alaska, or if a proposed
unit contains tracts where the mineral
estate is owned by a regional corpora-
tion or the State of Alaska, the BLM
will consult with and provide opportu-
nities for participation in negotiations
with respect to the creation or expan-
sion of the unit by—

(a) The regional corporation, if the
unit acreage contains the regional cor-
poration’s mineral estate; or

(b) The State of Alaska, if the unit
acreage contains the state’s mineral
estate.

[73 FR 6443, Feb. 4, 2008]

392



Bureau of Land Management, Interior
APPLICATION

§3137.15 If the Federal lands con-
stitute less than 10 percent of the
lands in the proposed unit area, is
the unit agreement subject to Fed-
eral regulations or approval?

If the Federal lands constitute less
than 10 percent of the lands in the pro-
posed unit area—

(a) You may use a unit agreement ap-
proved by the State and/or a native
corporation;

(b) BLM will authorize commitment
of the Federal lands to the unit if it de-
termines that the unit agreement pro-
tects the public interest; or

(c) As unit operator you may ask
BLM to approve and administer the
unit. If BLM agrees to approve and ad-
minister the unit, you must follow, and
BLM will administer, the regulations
in this subpart and 43 CFR part 3160.

§3137.20 Is there a
agreement form?

standard unit

There is no standard unit agreement
form. BLM will accept any unit agree-
ment format if it protects the public
interest and includes the mandatory
terms required in §3137.21 of this sub-
part.

§3137.21 What must I include in an
NPR-A unit agreement?

(a) Your NPR-A unit agreement must
include—

(1) A description of the unit area and
any geologic and engineering factors
upon which you are basing the area;

(2) Initial and continuing develop-
ment obligations (see §§3137.40 and
3137.41 of this subpart);

(3) The anticipated participating area
size and well locations (see §3137.80(b)
of this subpart);

(4) A provision that acknowledges
BLM’s authority to set or modify the
quantity, rate, and location of develop-
ment and production; and

(5) A provision that acknowledges the
BLM consulted with and provided op-
portunities for participation in the cre-
ation of the unit and a provision that
acknowledges that the BLM will con-
sult with and provide opportunities for
participation in the expansion of the
unit by —

§3137.23

(A) The regional corporation, if the
unit acreage contains the regional cor-
poration’s mineral estate; or

(B) The State of Alaska, if the unit
acreage contains the state’s mineral
estate.

(6) Any optional terms which are au-
thorized in §3137.50 of this subpart that
you choose to include in the unit
agreement.

(b) You must include in the unit
agreement any additional terms and
conditions that result from consulta-
tion with BLM. After your initial ap-
plication, BLM may request additional
supporting documentation.

[67 FR 17886, Apr. 11, 2002, as amended at 73
FR 6443, Feb. 4, 2008]

§3137.22 What are the size and shape
requirements for a unit area?

(a) The unit area must—

(1) Comnsist of tracts, each of which
must be contiguous to at least one
other tract in the unit, that are lo-
cated so that you can perform oper-
ations and production in an efficient
and logical manner; and

(2) Include at least one NPR-A lease.

(b) BLM may limit the size and shape
of the unit considering the type,
amount and rate of the proposed devel-
opment and production and the loca-
tion of the oil or gas.

§3137.23 What must I include in my
NPR-A unitization application?

Your unitization application to BLM
must include—

(a) The proposed unit agreement;

(b) A map showing the proposed unit
area;

(c) A list of committed tracts includ-
ing, for each tract, the—

(1) Legal land description and acre-
age;

(2) Names of persons holding record
title interest;

(3) Names of persons owning oper-
ating rights; and

(4) Name of the unit operator.

(d) A statement certifying—

(1) That you invited all owners of oil
and gas rights (leased or unleased) and
lease interests (record title and oper-
ating rights) within the external
boundary of the unit area described in
the application to join the unit;
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(2) That there are sufficient tracts
committed to the unit agreement to
reasonably operate and develop the
unit area;

(3) The commitment status of all
tracts within the area proposed for
unitization; and

(4) That you accept unit obligations
under §3137.60 of this subpart.

(e) Evidence of acceptable bonding;

(f) A discussion of reasonably foresee-
able and significantly adverse effects
on the surface resources of NPR-A and
how unit operations may reduce im-
pacts compared to individual lease op-
erations;

(g) A discussion of the proposed
methodology for allocating production
among the committed tracts. If the
unit includes non-Federal oil and gas
mineral estate, you must explain how
the methodology takes into account
reservoir heterogeneity and area vari-
ation in reservoir producibility; and

(h) Other documentation BLM may
request. BLM may require additional
copies of maps, plats, and other similar
exhibits.

[67 FR 17886, Apr. 11, 2002, as amended at 73
FR 6444, Feb. 4, 2008]

§3137.24 Why would BLM reject a unit
agreement application?

BLM will reject a unit agreement ap-
plication—

(a) That does not address all manda-
tory terms, including those required
under §3137.21(b) of this subpart;

(b) If the unit operator—

(1) Has an unsatisfactory record of
complying with applicable laws, regu-
lations, the terms of any lease or per-
mit, or the requirements of any notice
or order; or

(2) Is not qualified to operate within
NPR-A under applicable laws and regu-
lations;

(c) That does not conserve natural re-
sources;

(d) That is not in the public interest;

(e) That does not comply with any
special conditions in effect for any part
of the NPR-A that the unit or any lease
subject to the unit would affect; or

(f) That does not comply with the re-
quirements of this subpart.
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§3137.25 How will the parties to the
unit know if BLM approves the unit
agreement?

BLM will notify the unit operator in
writing when it approves or dis-
approves the proposed unit agreement.
The unit operator must notify, in writ-
ing, all parties to the unit agreement
within 30 calendar days after receiving
BLM’s notice of approval or dis-
approval.

§3137.26 When is a unit agreement ef-
fective?

The unit agreement is effective on
the date BLM approves it.

§3137.27 What effect do subsequent
contracts or obligations have on the
unit agreement?

No subsequent contract or obliga-
tion—

(a) Modifies the terms or conditions
of the unit agreement; or

(b) Relieves the unit operator of any
right or obligation under the unit
agreement.

§3137.28 What oil and gas resources of
committed tracts does the wunit
agreement include?

A unit agreement includes all oil and
gas resources of committed tracts un-
less BLM approves unit agreement
terms to the contrary pursuant to
§3137.50 of this subpart.

DEVELOPMENT

§3137.40 What initial development ob-
ligations must I define in a unit
agreement?

Your unit agreement must define—

(a) The number of wells you antici-
pate will be necessary to assess the res-
ervoir adequately;

(b) A primary target for each well;

(c) A schedule for starting and com-
pleting drilling operations for each
well; and

(d) The time between starting oper-
ations on a well to the start of oper-
ations on the next well.

394



Bureau of Land Management, Interior

§3137.41 What continuing develop-
ment obligations must I define in a
unit agreement?

A unit agreement must provide for
submission of supplemental or addi-
tional plans of development which obli-
gate the operator to a program of ex-
ploration and development (see §3137.71
of this subpart) that, after completion
of the initial obligations —

(a) Meets or exceeds the rate of non-
unit operations in the vicinity of the
unit; and

(b) Represents an investment propor-
tionate to the size of the area covered
by the unit agreement.

[67 FR 17886, Apr. 11, 2002, as amended at 73
FR 6444, Feb. 4, 2008]

OPTIONAL TERMS

§3137.50 What optional terms may I
include in a unit agreement?

BLM may approve the following op-
tional terms for a unit agreement if
they promote additional development
or enhanced production potential—

(a) Limiting the unit agreement to
certain formations and their intervals;

(b) Multiple unit operators (see
§3137.51 of this subpart);

(c) Allowing modification of the unit
agreement terms if less than 100 per-
cent of the parties to the unit agree-
ment (see §3137.52 of this subpart)
agree to the modification; or

(d) Other terms that BLM determines
will promote the greatest economic re-
covery of oil and gas consistent with
applicable law.

§3137.51 Under what conditions does
BLM permit multiple unit opera-
tors?

BLM permits multiple unit operators
only if the unit agreement defines—

(a) The conditions under which addi-
tional unit operators are acceptable;

(b) The responsibilities of the dif-
ferent operators, including obtaining
BLM approvals, reporting, paying Fed-
eral royalties and conducting oper-
ations;

(c) Which unit operators are obli-
gated to ensure bond coverage for each
NPR-A lease in the unit;

(d) The consequences if one or more
unit operators defaults. For example, if
an operator defaults, the unit agree-

§3137.60

ment would list which unit operators
would conduct that operator’s oper-
ations and ensure bonding of those op-
erations; and

(e) Which unit operator is responsible
for unit obligations not specifically as-
signed in the unit agreement.

§3137.52 How may I modify the unit
agreement?

(a) You may modify a unit agreement
if—

(1) All current parties to the unit
agreement agree to the modification;
or

(2) You meet the requirements of the
modification provision in the unit
agreement. The modification provision
must identify which parties, and what
percentage of those parties, must con-
sent to each type of modification.

(b) You must submit to BLM an ap-
plication for modification. The applica-
tion must include the following—

(1) The operator must certify that
the necessary parties have agreed to
the modification; and

(2) If the unit agreement modifica-
tion alters the current allocation
schedule, you must submit to BLM
both a—

(i) Description of the new allocation
methodology; and

(ii) New allocation schedule.

(c) A modification is not effective un-
less BLM approves it. After BLM ap-
proves the modification, it is effective
retroactively to the date you filed a
complete application for modification.
However, BLM may approve a different
effective date if you request it and pro-
vide acceptable justification.

(d) BLM will reject modifications
that do not comply with BLM regula-
tions or applicable law.

UNIT AGREEMENT OPERATING
REQUIREMENTS

§3137.60 As the unit operator, what
are my obligations?

As the unit operator—

(a) You must comply with the terms
and conditions of the unit agreement,
Federal laws and regulations, lease
terms and stipulations, and BLM no-
tices and orders;

(b) You must provide to BLM evi-
dence of acceptable bonding. Accept-
able bonding means a bond in an
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amount which is no less than the sum
of the individual Federal bonding re-
quirements for each of the NPR-A
leases committed to the unit. You may
also meet this requirement if you add
the unit operator as a principal to
lease bonds to reach the required
amount; and

(c) The bond must be payable to the
Secretary of the Interior.

§3137.61 How do I change unit opera-
tors?

(a) To change unit operators, the new
unit operator must submit to BLM—

(1) Statements that—

(i) It accepts unit obligations; and

(ii) The percentage of required inter-
est owners consented to a change of
unit operator; and

(2) Evidence of acceptable bonding
(see §3137.60(b) of this subpart).

(b) The effective date of the change
in unit operator is the date BLM ap-
proves the new unit operator.

§3137.62 What are my liabilities as a
former unit operator?

You are responsible for all duties and
obligations of the unit agreement that
accrued while you were unit operator
up to the date BLM approves a new
unit operator.

§3137.63 What are my liabilities after
BLM approves me as the new unit
operator?

(a) After BLM approves the change in
unit operator, you, as the new unit op-
erator, assume full liability, jointly
and severally with the record title and
operating rights owners, except as oth-
erwise provided in paragraph (c) of this
section and to the extent permitted by
law, for—

(1) Compliance with the terms and
conditions of the unit agreement, Fed-
eral laws and regulations, lease terms
and stipulations, and BLM notices and
orders;

(2) Plugging unplugged wells and re-
claiming unreclaimed facilities that
were installed or used before the effec-
tive date of the change in unit operator
(this liability is joint and several with
the former unit operator); and

(3) Those liabilities accruing during
the time you are unit operator.
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(b) Your liability includes, but is not
limited to—

(1) Rental and royalty payments;

(2) Protecting the unit from loss due
to drainage as provided in §3137.64 of
this subpart;

(3) Well plugging and abandonment;

(4) Surface reclamation;

(5) All environmental remediation or
restoration required by law, regula-
tions, lease terms, or conditions of ap-
proval; and

(6) Other requirements related to
unit operations.

(¢c) Your liability for royalty and
other payments on the unit is limited
by section 102(a) of the Federal Oil and
Gas Royalty Management Act of 1982,
as amended (30 U.S.C. 1712(a)).

§3137.64 As a wunit operator, what
must I do to prevent or compensate
for drainage?

You must prevent uncompensated
drainage of oil and gas from unit land
by wells on land not subject to the unit
agreement. Permissible means of satis-
fying the obligation include—

(a) Drilling a protective well if it is
economically feasible. For this sub-
part, economically feasible means pro-
ducing a sufficient quantity of oil or
gas from a protective well in the unit
for a reasonable profit above the cost
of drilling, completing and operating
the protective well;

(b) Paying compensatory royalty;

(¢c) Forming other agreements, or
modifying existing agreements, that
allow the tracts committed to the unit
agreement to share in production after
the effective date of the new or modi-
fied agreement; or

(d) BLM may require additional
measures to prevent uncompensated
drainage.

DEVELOPMENT REQUIREMENTS

§3137.70 What must I do to meet ini-
tial development obligations?

(a) To meet initial development obli-
gations by the time specified in your
unit agreement you must—

(1) Drill the required test well(s) to
the primary target;

(2) Drill at least one well that meets
the productivity criteria (see §3137.82 of
this subpart); or
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(3) Establish, to BLM’s satisfaction,
that further drilling to meet the pro-
ductivity criteria is unwarranted or
impracticable.

(b) You must certify to BLM that
you met initial development obliga-
tions no later than 60 calendar days
after meeting the obligations. BLM
may require you to supply documenta-
tion that supports your certification.

§3137.71 What must I do to meet con-
tinuing development obligations?

(a) Once you meet initial develop-
ment obligations, you must perform
additional development. Work you did
before meeting initial development ob-
ligations is not continuing develop-
ment. Continuing development in-
cludes the following operations—

(1) Drilling, testing, or completing
additional wells to the primary target
or other unit formations;

(2) Drilling or completing additional
wells that establish production of oil
and gas;

(3) Recompleting wells or other oper-
ations that establish new unit produc-
tion; or

(4) Drilling existing wells to a deeper
target.

(b) No later than 90 calendar days
after meeting initial development obli-
gations, submit to BLM a plan that de-
scribes how you will meet continuing
development obligations. You must
submit to BLM updated continuing ob-
ligation plans as soon as you determine
that, for whatever reason, the plan
needs amending.

(1) If you have drilled a well that
meets the productivity criteria, your
plan must describe the activities to
fully develop the oil and gas field.

(2) If you fulfilled your initial devel-
opment obligations, but did not estab-
lish a well that meets the productivity
criteria, your plan must describe the
further actual or constructive drilling
operations you will conduct.

§3137.72 What if reasons beyond my
control prevent me from meeting
the initial or a continuing develop-
ment obligation by the time the
unit agreement specifies?

(a) If reasons beyond your control
prevent you from meeting the initial or
a continuing development obligation
by the time specified in the unit agree-
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ment, you may apply to BLM for an ex-
tension of time for meeting those obli-
gations. You must submit the request
for an extension of time before the date
the obligation is due to be met. In the
application-

(1) State the obligation for which you
are requesting an extension;

(2) List the reasons beyond your con-
trol that prevent you from performing
the obligation; and

(3) State when you expect the reasons
beyond your control to terminate.

(b) BLM will grant an extension of
time to meet initial or continuing de-
velopment obligations if we determine
that-

(1) The extension encourages the
greatest ultimate recovery of oil or gas
or it is in the interest of conservation;
and

(2) The reasons beyond your control
prevent you from performing the ini-
tial or a continuing development obli-
gation.

(c) The extension of time for per-
forming the initial or a continuing de-
velopment obligation will continue for
so long as the conditions giving rise to
the extension continue to exist.

§3137.73 What will BLM do after I sub-
mit a plan to meet continuing de-
velopment obligations?

Within 30 calendar days after receiv-
ing your proposed plan, BLM will no-
tify you in writing that we—

(a) Approved your plan;

(b) Rejected your plan and explain
why. This will include an explanation
of how you should correct the plan to
come into compliance; or

(c) Have not acted on the plan, ex-
plaining the reasons and when you can
expect a final response.

§3137.74 What must I do after BLM ap-
proves my continuing development
obligations plan?

No later than 90 calendar days after
BLM’s approval of your plan submitted
under 3137.71(b), you must certify to
BLM that you started operations to
fulfill your continuing development ob-
ligations. BLM may require you to—

(a) Supply documentation to support
your certification; and

(b) Submit periodic reports that dem-
onstrate continuing development.
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§3137.75 May I perform additional de-
velopment outside established par-
ticipating areas to fulfill continuing
development obligations?

You may perform additional develop-
ment either within or outside a partici-
pating area, depending on the terms of
the unit agreement.

§3137.76 What happens if I do not
meet a continuing development ob-
ligation?

(a) After you establish a partici-
pating area, if you do not meet a con-
tinuing development obligation and
BLM has not granted you an extension
of time to meet the obligation, the unit
contracts. This means that—

(1) All areas within the unit that do
not have participating areas estab-
lished are eliminated from the unit.
Any eliminated areas are subject to
their original lease terms; and

(2) Only established participating
areas, whether they are actually pro-
ducing or not, remain in the unit.

(b) Units contract effective the first
day of the month after the date on
which the unit agreement required the
continuing development obligations to
begin.

(c) If you do not meet a continuing
development obligation before you es-
tablish a participating area, the unit
terminates (see §3137.132 of this sub-
part).

PARTICIPATING AREAS

§3137.80 What are participating areas
and how do they relate to the unit
agreement?

(a) Participating areas are those
committed tracts or portions of those
committed tracts within the unit area
that are proven to be productive by a
well meeting the productivity criteria
specified in the unit agreement.

(b) You must include a description of
the anticipated participating area(s)
size in the unit agreement for planning
purposes to aid in the mitigation of
reasonably foreseeable and signifi-
cantly adverse effects on NPR-A sur-
face resources. The unit agreement
must define the proposed participating
areas. Your proposed participating area
may be limited to separate producible
intervals or areas.
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(c) At the time you meet the produc-
tivity criteria discussed in §3137.82 of
this subpart, you must delineate those
participating areas.

[67 FR 17886, Apr. 11, 2002, as amended at 73
FR 6444, Feb. 4, 2008]

§3137.81 What is the function of a par-
ticipating area?

(a) The function of a participating
area is to allocate production to each
committed tract within a participating
area. The BLM will allocate production
for royalty purposes to each committed
tract within the participating area
using the allocation methodology
agreed to in the unit agreement (see
§3137.23(g) of this subpart).

(b) For exploratory and primary re-
covery operations, BLM will consider
gas cycling and pressure maintenance
wells when establishing participating
area boundaries.

(c) For secondary and tertiary recov-
ery operations, BLM will consider all
wells that contribute to production
when establishing participating area
boundaries.

[67 FR 17886, Apr. 11, 2002, as amended at 73
FR 6444, Feb. 4, 2008]

§3137.82 What are productivity cri-
teria?

(a) Productivity criteria are charac-
teristics of a unit well that warrant in-
cluding a defined area surrounding the
well in a participating area. The unit
agreement must define these criteria
for each separate producible interval.
You must be able to determine whether
you meet the criteria when the well is
drilled and you complete well testing,
after a reasonable period of time to
analyze new data.

(b) To meet the productivity criteria,
the well must indicate future produc-
tion potential sufficient to pay for the
costs of drilling, completing, and oper-
ating the well on a unit basis.

(c) BLM will consider wells that con-
tribute to unit production (e.g., pres-
sure maintenance, gas cycling) when
setting the participating area bound-
aries as provided in §3137.81(b) and (c)
of this subpart.
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§3137.83 What establishes a partici-
pating area?

The first well you drill meeting the
productivity criteria after the unit
agreement is formed establishes an ini-
tial participating area. When you es-
tablish an initial participating area,
lands that contain previously existing
wells in the unit meeting the produc-
tivity criteria (see §3137.82 of this sub-
part), will—

(a) Be added to that initial partici-
pating area as a revision, if the well is
completed in the same producible in-
terval; or

(b) Become a separate participating
area, if the well is completed in a dif-
ferent producible interval (see also
§3137.88 of this subpart for wells that
do not meet the productivity criteria).

§3137.84 What must I submit to BLM
to establish a new participating
area, or modify an existing partici-
pating area?

To establish a new participating area
or modify an existing participating
area, you must submit to BLM a—

(a) Statement that—

(1) The well meets the productivity
criteria (see §3137.82 of this subpart),
necessary to establish a new partici-
pating area. You must submit informa-
tion supporting your statement; or

(2) Explains the reasons for modi-
fying an existing participating area.
You must submit information sup-
porting your explanation;

(b) Map showing the new or revised
participating area and acreage; and

(c) Schedule that establishes the pro-
duction allocation for each NPR-A
lease or tract, and each record title
holder and operating rights owner in
the participating area. You must sub-
mit a separate allocation schedule for
each participating area.

§3137.85 What is the effective date of a
participating area?

(a) The effective date of an initial
participating area is the first day of
the month in which you complete a
well meeting the productivity criteria,
but no earlier than the effective date of
the unit.

(b) The effective date of a modified
participating area or modified alloca-
tion schedule is the earlier of the first

§3137.86

day of the month in which you file the
proposal for a modification or such
other effective date as may be provided
for in the unit agreement and approved
by the BLM, but no earlier than the ef-
fective date of the unit.

[67 FR 17886, Apr. 11, 2002, as amended at 73
FR 6444, Feb. 4, 2008]

§3137.86 What happens to a partici-
pating area when I obtain new in-
formation demonstrating that the
participating area should be larger
or smaller than previously deter-
mined?

(a) If you obtain new information
demonstrating that the participating
area should be larger than BLM pre-
viously determined, within 60 calendar
days of obtaining the information, you
must—

(1) File a statement, map and revised
production allocation schedule under
§3137.84 of this subpart requesting addi-
tion to the participating area of all
committed tracts or portions of com-
mitted tracts in the unit area that
meet the productivity criteria;

(2) If the proposed expanded partici-
pating area is outside the existing unit
boundaries, invite all owners of oil and
gas rights (leased or unleased) and
lease interests (record title and oper-
ating rights) in such additional land to
join the unit. If the owners of oil and
gas rights in any tract of such land
join the unit, you must submit to
BLM—

(i) An application to enlarge the unit
to include the expanded area;

(ii) A map showing the expanded area
of the unit and the information with
respect to each additional committed
tract you proposed to add to the unit
specified in §3137.23(c) of this subpart;
and

(iii) A revised allocation schedule;
and

(3) If any additional committed tract
or tracts are added to the unit under
paragraph (a)(2) of this section, you
must file a statement, map and revised
production allocation schedule under
§3137.84 of this subpart requesting addi-
tion to the participating area of all
such committed tracts or portions of
such committed tracts in the unit area
meeting the productivity criteria.
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(b) If you obtain information dem-
onstrating that the participating area
should be smaller than previously de-
termined, within 60 calendar days of
obtaining the information, you must
file a statement, map and revised pro-
duction allocation schedule under
§3137.84 of this subpart requesting re-
moval from the participating area of
all land that does not meet the produc-
tivity criteria.

§3137.87 What must I do if there are
unleased Federal tracts in a partici-
pating area?

If there are unleased Federal tracts
in a participating area, you must—

(a) Include the unleased Federal
tracts in the participating area, even
though BLM will not share in unit
costs;

(b) Allocate production for royalty
purposes as if the unleased Federal
tracts were leased and committed to
the unit agreement under §3137.100 of
this subpart;

(c) Admit Federal tracts leased after
the effective date of the unit agree-
ment into the unit agreement on the
date the lease is effective; and

(d) Submit to BLM revised maps, a
list of committed leases, and allocation
schedules that reflect the commitment
of the newly leased Federal tracts to
the unit.

§3137.88 What happens when a well
outside a participating area does
not meet the productivity criteria?

If a well outside any of the estab-
lished participating area(s) does not
meet the productivity criteria, all op-
erations on that well are non-unit op-
erations and we will not revise the par-
ticipating area. You must notify BLM
within 60 calendar days after you de-
termine a well does not meet the pro-
ductivity criteria. You must conduct
non-unit operations under the terms of
the underlying lease or other federally-
approved cooperative oil and gas agree-
ments.

§3137.89 How does production alloca-
tion occur from wells that do not
meet the productivity criteria?

(a) If a well that does not meet the
productivity criteria was drilled before
the unit was formed, the production is
allocated on a lease or other federally-
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approved oil and gas agreement basis.
You must pay and report the royalties
from any such well either as specified
in the underlying lease or other feder-
ally-approved oil and gas agreements.

(b) If you drilled a well after the unit
was formed and the well is completed
within an existing participating area,
the production becomes a part of that
participating area production even if it
does not meet the productivity cri-
teria. BLM may require the partici-
pating area to be revised under §3137.84
of this subpart.

(c) If a well not meeting the produc-
tivity criteria is outside a partici-
pating area, the production is allocated
as provided in paragraph (a) of this sec-
tion.

§3137.90 Who must operate wells that
do not meet the productivity cri-
teria?

(a) If a well not meeting the produc-
tivity criteria was drilled before the
unit was formed and is not included in
the participating area, the operator of
the well at the time the unit was
formed may continue as operator.

(b) As unit operator, you must con-
tinue to operate wells drilled after unit
formation not meeting the produc-
tivity criteria unless BLM approves a
change in the designation of operator
for those wells.

§3137.91 When will BLM allow a well
previously determined to be a non-
unit well to be used in establishing
or modifying a PA?

If you, as the unit operator, complete
sufficient work so that a well BLM pre-
viously determined to be a non-unit
well now meets the productivity cri-
teria, you must demonstrate this to
BLM within 60 calendar days after you
determine that the well meets the pro-
ductivity criteria. You must then mod-
ify an existing participating area or es-
tablish a new participating area (see
§3137.84 of this subpart).

§3137.92 When does a participating
area terminate?

(a) After contraction under §3137.76
of this subpart, a participating area
terminates 60 calendar days after BLM
notifies you that there is insufficient
production to meet the operating costs
of that production, unless you show
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that within 60 calendar days after
BLM’s notification—

(1) Your operations to restore or es-
tablish new production are in progress;
and

(2) You are diligently pursuing oil or
gas production.

(b) If you demonstrate to BLM that
reasons beyond your control prevent
you, despite reasonable diligence, from
meeting the requirements in para-
graphs (a)(1) and (a)(2) of this section
within 60 calendar days after BLM no-
tifies you that there is insufficient pro-
duction to meet the operating costs of
that production, BLM will extend the
period of time to start those oper-
ations.

PRODUCTION ALLOCATION

§3137.100 How must I allocate produc-
tion to the United States when a
participating area includes un-
leased Federal lands?

(a) When a participating area in-
cludes unleased Federal lands, you
must allocate production as if the un-
leased Federal lands were leased and
committed to the unit agreement (see
§§3137.80 and 3137.81 of this subpart).
The obligation to pay royalty for pro-
duction attributable to unleased Fed-
eral lands accrues from the later of the
date the—

(1) Committed leases in the partici-
pating area that includes unleased Fed-
eral lands receive a production alloca-
tion; or

(2) Previously leased tracts within
the participating area become un-
leased.

(b) The royalty rate applicable to
production allocated to unleased Fed-
eral lands is the greater of 12 percent
or the highest royalty rate for any
lease committed to the unit.

(c) The value of the production must
be determined under the Minerals Man-
agement Service’s oil and gas product
value regulations at 30 CFR part 206.

OBLIGATIONS AND EXTENSIONS

§3137.110 Do the terms and conditions
of a unit agreement modify Federal
lease stipulations?

A unit agreement does not modify
Federal lease stipulations.

§3137.120

§3137.111 When will BLM extend the
primary term of all leases com-
mitted to a wunit agreement or
renew all leases committed to a
unit agreement?

If the unit operator requests it, the
BLM will extend the primary term of
all NPR-A leases committed to a unit
agreement or renew the leases com-
mitted to a unit agreement if any com-
mitted lease within the unit is ex-
tended or renewed under §3135.1-5 or
§3135.1-6. If the BLM approves a lease
renewal under §3135.1-6(b), the BLM
will require a renewal fee of $100 per
acre for each lease in the unit that is
renewed.

[73 FR 6444, Feb. 4, 2008]

§3137.112 What happens if I am pre-
vented from performing actual or
constructive drilling or reworking
operations?

(a) If you demonstrate to BLM that
reasons beyond your control prevent
you, despite reasonable diligence, from
starting actual or constructive drill-
ing, reworking, or completing oper-
ations, BLM will extend all committed
NPR-A leases as if you were performing
constructive or actual drilling or re-
working operations. You are limited to
two extensions under this section.

(b) You must resume actual or con-
structive drilling or reworking oper-
ations when conditions permit. If you
do not resume operations—

(1) BLM will cancel the extension;
and

(2) The unit terminates (see §3137.131
of this subpart).

CHANGE IN OWNERSHIP

§3137.120 As a transferee of an inter-
est in a unitized NPR-A lease, am 1
subject to the terms and conditions
of the unit agreement?

As a transferee of an interest in an
NPR-A lease that is included in a unit
agreement, you are subject to the
terms and conditions of the unit agree-
ment.
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UNIT TERMINATION

§3137.130 Under what circumstances
will BLM approve a voluntary ter-
mination of the unit?

BLM will approve the voluntary ter-
mination of the unit at any time—

(a) Before the unit operator discovers
production sufficient to establish a
participating area; and

(b) The unit operator submits to
BLM certification that at least 75 per-
cent of the operating rights owners in
the unit agreement, on a surface acre-
age basis, agree to the termination.

§3137.131 What happens if the unit
terminated before the unit operator
met the initial development obliga-
tions?

If the unit terminated before the unit
operator met the initial development
obligations, BLM’s approval of the unit
agreement is revoked. You, as lessee,
forfeit all further benefits, including
extensions and suspensions, granted
any NPR-A lease because of having
been committed to the unit. Any lease
that the BLM extended because of
being committed to the unit would ex-
pire unless it had been granted an ex-
tension or renewal under §3135.1-5 or
§3135.1-6.

[67 FR 17886, Apr. 11, 2002, as amended at 73
FR 6444, Feb. 4, 2008]

§3137.132 What if I do not meet a con-
tinuing development obligation be-
fore I establish any participating
area in the unit?

If you do not meet a continuing de-
velopment obligation before you estab-
lish any participating area, the unit
terminates automatically. Termi-
nation is effective the day after you did
not meet a continuing development ob-
ligation.

§3137.133 After participating areas
are established, when does the unit
terminate?

After participating areas are estab-
lished, the unit terminates when the
last participating area of the unit ter-
minates (see §3137.92 of this subpart).

§3137.134 What happens to committed
leases if the unit terminates?

(a) If the unit terminates, all com-
mitted NPR-A leases return to indi-
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vidual lease status and are subject to
their original provisions.

(b) An NPR-A lease that has com-
pleted its primary term on or before
the date the unit terminates will ex-
pire unless it is granted an extension
or renewal under §3135.1-5 or §3135.1-6.

[67 FR 17886, Apr. 11, 2002, as amended at 73
FR 6444, Feb. 4, 2008]

§3137.135 What are the unit operator’s
obligations after unit termination?

Within three months after unit ter-
mination, the unit operator must sub-
mit to BLM for approval a plan and
schedule for mitigating the impacts re-
sulting from unit operations. The plan
must describe in detail planned plug-
ging and abandonment and surface res-
toration operations. The unit operator
must then comply with the BLM-ap-
proved plan and schedule.

APPEALS

§3137.150 How do I appeal a decision
that BLM issues under this sub-
part?

(a) You may file for a State Director
Review (SDR) of a decision BLM issues
under this subpart. Part 3160, subpart
3165 of this title contains regulations
on SDR; or

(b) If you are adversely affected by a
BLM decision under this subpart you
may directly appeal the decision under
parts 4 and 1840 of this title.

Subpart 3138—Subsurface Storage
Agreements in the National
Petroleum Reserve-Alaska
(NPR-A)

SOURCE: 67 FR 17893, Apr. 11, 2002, unless
otherwise noted.

§3138.10 When will BLM enter into a
subsurface storage agreement in
NPR-A covering federally-owned
lands?

BLM will enter into a subsurface
storage agreement in NPR-A covering
federally-owned lands to allow you to
use either leased or unleased federally-
owned lands for the subsurface storage
of oil and gas, whether or not the oil or
gas you intend to store is produced
from federally-owned lands, if you

402



Bureau of Land Management, Interior

demonstrate that storage is necessary
to—

(a) Avoid waste; or

(b) Promote conservation of natural
resources.

§3138.11 How do I apply for a sub-
surface storage agreement?

(a) You must submit an application
to BLM for a subsurface storage agree-
ment that includes—

(1) The reason for forming a sub-
surface storage agreement;

(2) A description of the area you plan
to include in the subsurface storage
agreement;

(3) A description of the formation
you plan to use for storage;

(4) The proposed storage fees or rent-
als. The fees or rentals must be based
on the value of the subsurface storage,
injection, and withdrawal volumes, and
rental income or other income gen-
erated by the operator for letting or
subletting the storage facilities;

(5) The payment of royalty for native
oil or gas (o0il or gas that exists in the
formation before injection and that is
produced when the stored oil or gas is
withdrawn);

(6) A description of how often
under what circumstances you
BLM intend to renegotiate fees
payments;

(7) The proposed effective date and
term of the subsurface storage agree-
ment;

(8) Certification that all owners of
mineral rights (leased or unleased) and
lease interests have consented to the
gas storage agreement in writing;

(99 An ownership schedule showing
lease or land status;

(10) A schedule showing the partici-
pation factor for all parties to the sub-
surface storage agreement; and

(11) Supporting data (geologic maps
showing the storage formation, res-
ervoir data, etc.) demonstrating the ca-
pability of the reservoir for storage.

(b) BLM will negotiate the terms of a
subsurface storage agreement with
you, including bonding, and reservoir
management.

(c) BLM may request documentation
in addition to that which you provide
under paragraph (a) of this section.

and
and
and

Pt. 3140

§3138.12 What must I pay for storage?

You must pay any combination of
storage fees, rentals, or royalties to
which you and BLM agree. The royalty
you pay on production of native oil and
gas from leased lands will be the roy-
alty required by the underlying
lease(s).

PART 3140—LEASING IN SPECIAL
TAR SAND AREAS

Subpart 3140—Conversion of Existing Oil
and Gas Leases and Valid Claims
Based on Mineral Locations

Sec.

3140.0-1 Purpose.

3140.0-3 Authority.

3140.0-5 Definitions.

3140.1 General provisions.

3140.1-1 Existing rights.

3140.1-2 Notice of intent to convert.

3140.1-3 Exploration plans.

3140.1-4 Other provisions.

3140.2 Applications.

3140.2-1 Forms.

3140.2-2 Who may apply.

3140.2-3 Application requirements.

3140.3 Time limitations.

3140.3-1 Conversion applications.
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3140.4 Conversion.

3140.4-1 Approval of plan of operations (and
unit and operating agreements).

3140.4-2 Issuance of the combined hydro-
carbon lease.

3140.5 Duration of the lease.

3140.6 Use of additional lands.

3140.7 Lands within the National Park Sys-
tem.

Subpart 3141—Leasing in Special Tar Sand
Areas

3141.0-1
3141.0-3

Purpose.

Authority.

3141.0-5 Definitions.

3141.0-8 Effect of existing regulations.

3141.1 General.

3141.2 Prelease exploration within Special
Tar Sand Areas.

3141.2-1 Geophysical exploration.

3141.2-2 Exploration licenses.

3141.3 Land use plans.

3141.4 Consultation.

3141.4-1 Consultation with the Governor.

3141.4-2 Consultation with others.
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3141.6 Sale procedures.

3141.6-1 Initiation of competitive lease of-
fering.

3141.6-2 Publication of a notice of competi-
tive lease offering.

3141.6-3 Conduct of sales.

3141.6-4 Qualifications.

3141.6-5 Fair market value for combined hy-
drocarbon leases.

3141.6-6 Rejection of bid.

3141.6-7 Consideration of next highest bid.

3141.7 Award of lease.

Subpart 3142—Paying Quantities/Diligent
Development for Combined Hydro-
carbon Leases

3142.0-1 Purpose.
3142.0-3 Authority.
3142.0-5 Definitions.
3142.1 Diligent development.
3142.2 Minimum production levels.
3142.2-1 Minimum production schedule.
3142.2-2 Advance royalties in lieu of produc-
tion.
3142.3 Expiration.
AUTHORITY: 30 U.S.C. 181 et seq.; 30 U.S.C.
351-359; 95 Stat. 1070; 43 U.S.C. 1701 et seq.; the

Energy Policy Act of 2005 (Pub. L. 109-58),
unless otherwise noted.

Subpart 3140—Conversion of Ex-
isting Oil and Gas Leases and
Valid Claims Based on Min-
eral Locations

SOURCE: 47 FR 22478, May 24, 1982, unless
otherwise noted.

§3140.0-1 Purpose.

The purpose of this subpart is to pro-
vide for the conversion of existing oil
and gas leases and valid claims based
on mineral locations within Special
Tar Sand Areas to combined hydro-
carbon leases.

§3140.0-3 Authority.

These regulations are issued under
the authority of the Mineral Lands
Leasing Act of February 25, 1920 (30
U.S.C. 181 et seq.), the Mineral Leasing
Act for Acquired Lands (30 U.S.C. 351 et
seq.), and the Combined Hydrocarbon
Leasing Act of 1981 (Pub. L. 97-78).

§3140.0-5 Definitions.

As used in this subpart, the term:

(a) Combined hydrocarbon lease means
a lease issued in a Special Tar Sand
Area for the removal of gas and non-
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gaseous hydrocarbon substances other
than coal, oil shale or gilsonite.

(b) A complete plan of operations
means a plan of operations that is in
substantial compliance with the infor-
mation requirements of 43 CFR 3592 for
both exploration plans and mining
plans, as well as any additional infor-
mation required in this part and under
43 CFR 3593, as may be appropriate.

(c) Special Tar Sand Area means an
area designated by the Department of
the Interior’s orders of November 20,
1980 (45 FR 76800), and January 21, 1981
(46 FR 6077) referred to in those orders
as Designated Tar Sand Areas, as con-
taining substantial deposits of tar
sand.

(d) Owner of an oil and gas lease
means all of the record title holders of
an oil gas lease.

(e) Owner of a valid claim based on a
mineral location means all parties ap-
pearing on the title records recognized
as official under State law as having
the right to sell or transfer any part of
the mining claim, which was located
within a Special Tar Sand Area prior
to January 21, 1926, for any hydro-
carbon resource, except coal, oil shale
or gilsonite, leasable under the Com-
bined Hydrocarbon Leasing Act.

(f) Unitization means unitization as
that term is defined in 43 CFR part
3180.

[47 FR 22478, May 24, 1982, as amended at 55
FR 12351, Apr. 3, 1990; 70 FR 58614, Oct. 7,
2005]

§3140.1 General provisions.

§3140.1-1 Existing rights.

(a) The owner of an oil and gas lease
issued prior to November 16, 1981, or
the owner of a valid claim based on a
mineral location situated within a Spe-
cial Tar Sand Area may convert that
portion of the lease or claim so situ-
ated to a combined hydrocarbon lease,
provided that such conversion is con-
sistent with the provisions of this sub-
part.

(b) Owners of oil and gas leases in
Special Tar Sand Areas who elect not
to convert their leases to a combined
hydrocarbon lease do not acquire the
rights to any hydrocarbon resource ex-
cept oil and gas as those terms were de-
fined prior to the enactment of the

404



Bureau of Land Management, Interior

Combined Hydrocarbon Leasing Act of
1981. The failure to file an application
to convert a valid claim based on a
mineral location within the time here-
in provided shall have no effect on the
validity of the mining claim nor the
right to maintain that claim.

§3140.1-2 Notice of intent to convert.

(a) Owners of oil and gas leases in
Special Tar Sand Areas which are
scheduled to expire prior to the effec-
tive date of these regulations or within
6 months thereafter, may preserve the
right to convert their leases to com-
bined hydrocarbon leases by filing a
Notice of Intent to Convert with the
State Director, Utah State Office, Bu-
reau of Land Management, 136 E. South
Temple, Salt Lake City, Utah 84111.

(b) A letter, submitted by the lessee,
notifying the Bureau of Land Manage-
ment of the lessee’s intention to sub-
mit a plan of operations shall con-
stitute a notice of intent to convert a
lease. The Notice of Intent shall con-
tain the lease number.

(c) The Notice of Intent shall be filed
prior to the expiration date of the
lease. The notice shall preserve the les-
see’s conversion rights only for a pe-
riod ending 6 months after the effective
date of this subpart.

§3140.1-3 Exploration plans.

(a) The authorized officer may grant
permission to holders of existing oil
and gas leases to gather information to
develop, perfect, complete or amend a
plan of operations required for conver-
sion upon the approval of the author-
ized officer of an exploration plan de-
veloped in accordance with 43 CFR
3592.1.

(b) The approval of an exploration
plan in units of the National Park Sys-
tem requires the consent of the Re-
gional Director of the National Park
Service in accordance with §3140.7 of
this title.

(c) The filing of an exploration plan
alone shall be insufficient to meet the
requirements of a complete plan of op-
erations as set forth in §3140.2-3 of this
title.

[47 FR 22478, May 24, 1982, as amended at 55
FR 12351, Apr. 3, 1990]

§3140.1-4

§3140.1-4 Other provisions.

(a) A combined hydrocarbon lease
shall be for no more than 5,760 acres.
Acreage held under a combined hydro-
carbon lease in a Special Tar Sand
Area is not chargeable to State oil and
gas limitations allowable in §3101.2 of
this title.

(b) The rental rate for a combined
hydrocarbon lease shall be $2 per acre
per year and shall be payable annually
in advance.

(c)(1) The royalty rate for a combined
hydrocarbon lease converted from an
oil and gas lease shall be that provided
for in the original oil and gas lease.

(2) The royalty rate for a combined
hydrocarbon lease converted from a
valid claim based on a mineral location
shall be 124 percent.

(3) A reduction of royalties may be
granted either as provided in §3103.4 of
this title or, at the request of the les-
see and upon a review of information
provided by the lessee, prior to com-
mencement of commercial operations
if the purpose of the request is to pro-
mote development and the maximum
production of tar sand.

(d)(1) Existing oil and gas leases and
valid claims based on mineral locations
may be unitized prior to or after the
lease or claim has been converted to a
combined hydrocarbon lease. The re-
quirements of 43 CFR part 3180 shall
provide the procedures and general
guidelines for unitization of combined
hydrocarbon leases. For leases within
units of the National Park System,
unitization requires the consent of the
Regional Director of the National Park
Service in accordance with §3140.4-1(b)
of this title.

(2) If the plan of operations sub-
mitted for conversion is designed to
cover a unit, a fully executed unit
agreement shall be approved before the
plan of operations applicable to the
unit may be approved under §3140.2 of
this title. The proposed plan of oper-
ations and the proposed unit agree-
ment may be reviewed concurrently.
The approved unit agreement shall be
effective after the leases or claims sub-
ject to it are converted to combined
hydrocarbon leases. The plan of oper-
ations shall explain how and when each
lease included in the unit operation
will be developed.
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(e) Except as provided for in this sub-
part, the regulations set out in part
3100 of this title are applicable, as ap-
propriate, to all combined hydrocarbon
leases issued under this subpart.

[47 FR 22478, May 24, 1982, as amended at 48
FR 33682, July 22, 1983; 55 FR 12351, Apr. 3,
1990; 61 FR 4752, Feb. 8, 1996; 70 FR 58614, Oct.
7, 2005]

§3140.2 Applications.

§3140.2-1 Forms.

No special form is required for a con-
version application.

§3140.2-2 Who may apply.

Only owners of oil and gas leases
issued within Special Tar Sands Areas,
on or before November 16, 1981, and
owners of valid claims based on min-
eral locations within Special Tar Sands
Areas, are eligible to convert leases or
claims to combined hydrocarbon leases
in Special Tar Sands Areas.

[55 FR 12351, Apr. 3, 1990]

§3140.2-3 Application requirements.

(a) The applicant shall submit to the
State Director, Utah State Office of
the Bureau of Land Management, a
written request for a combined hydro-
carbon lease signed by the owner of the
lease or valid claim which shall be ac-
companied by 3 copies of a plan of oper-
ations which shall meet the require-
ments of 43 CFR 3592.1 and which shall
provide for reasonable protection of the
environment and diligent development
of the resources requiring enhanced re-
covery methods of development or min-
ing.

(b) A plan of operations may be modi-
fied or amended before or after conver-
sion of a lease or valid claim to reflect
changes in technology, slippages in
schedule beyond the control of the les-
see, new information about the re-
source or the economic or environ-
mental aspects of its development,
changes to or initiation of applicable
unit agreements or for other purposes.
To obtain approval of a modification or
amended plan, the applicant shall sub-
mit a written statement of the pro-
posed changes or supplements and the
justification for the changes proposed.
Any modifications shall be in accord-
ance with 43 CFR 3592.1(c). The ap-
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proval of the modification or amend-
ment is the responsibility of the au-
thorized officer. Changes or modifica-
tion to the plan of operations shall
have no effect on the primary term of
the lease. The authorized officer shall,
prior to approving any amendment or
modification, review the modification
or amendment with the appropriate
surface management agency. For leases
within units of the National Park Sys-
tem, no amendment or modification
shall be approved without the consent
of the Regional Director of the Na-
tional Park Service in accordance with
§3140.7 of this title.

(c) The plan of operations may be for
a single existing oil and gas lease or
valid claim or for an area of proposed
unit operation.

(d) The plan of operations shall iden-
tify by lease number all Federal oil and
gas leases proposed for conversion and
identify valid claims proposed for con-
version by the recordation number of
the mining claim.

(e) The plan of operations shall in-
clude any proposed designation of oper-
ator or proposed operating agreement.

(f) The plan of operations may in-
clude an exploration phase, if nec-
essary, but it shall include a develop-
ment phase. Such a plan can be ap-
proved even though it may indicate
work under the exploration phase is
necessary to perfect the proposed plan
for the development phase as long as
the overall plan demonstrates reason-
able protection of the environment and
diligent development of the resources
requiring enhanced recovery methods
of mining.

(g)1) Upon determination that the
plan of operations is complete, the au-
thorized officer shall suspend the term
of the Federal oil and gas lease(s) as of
the date that the complete plan was
filed until the plan is finally approved
or rejected. Only the term of the oil
and gas lease shall be suspended, not
any operation and production require-
ments thereunder.

(2) If the authorized officer deter-
mines that the plan of operations is
not complete, the applicant shall be
notified that the plan is subject to re-
jection if not completed within the pe-
riod specified in the notice.
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(3) The authorized officer may re-
quest additional data after the plan of
operations has been determined to be
complete. This request for additional
information shall have no effect on the
suspension of the running of the oil and
gas lease.

[47 FR 22478, May 24, 1982, as amended at 55
FR 12351, Apr. 3, 1990]

§3140.3 Time limitations.

§3140.3-1 Conversion applications.

A plan of operations to convert an
existing oil and gas lease or valid claim
based on a mineral location to a com-
bined hydrocarbon lease shall be filed
on or before November 15, 1983, or prior
to the expiration of the oil and gas
lease, whichever is earlier, except as
provided in §3140.1-2 of this title.

§3140.3-2 Action on an application.

The authorized officer shall take ac-
tion on an application for conversion
within 15 months of receipt of a pro-
posed plan of operations.

[47 FR 22478, May 24, 1982, as amended at 55
FR 12351, Apr. 3, 1990]

§3140.4 Conversion.

§3140.4-1 Approval of plan of oper-
ations (and wunit and operating
agreements).

(a) The owner of an oil and gas lease,
or the owner of a valid claim based on
a mineral location shall have such
lease or claim converted to a combined
hydrocarbon lease when the plan of op-
erations, filed under §3140.2 of this
title, is deemed acceptable and is ap-
proved by the authorized officer.

(b) The conversion of a lease within a
unit of the National Park System shall
be approved only with the consent of
the Regional Director of the National
Park Service in accordance with §3140.7
of this title.

(c) A plan of operations may not be
approved in part but may be approved
where it contains an appropriately
staged plan of exploration and develop-
ment operations.

[47 FR 22478, May 24, 1982, as amended at 55
FR 12351, Apr. 3, 1990]

§3140.6

§3140.4-2 Issuance of the combined
hydrocarbon lease.

(a) After a plan of operations is found
acceptable, and is approved, the au-
thorized officer shall prepare and sub-
mit to the owner, for execution, a com-
bined hydrocarbon lease containing all
appropriate terms and conditions, in-
cluding any necessary stipulations that
were part of the oil and gas lease being
converted, as well as any additional
stipulations, such as those required to
ensure compliance with the plan of op-
erations.

(b) The authorized officer shall not
sign the combined hydrocarbon lease
until it has been executed by the con-
version applicant and the Ilease or
claim to be converted has been for-
mally relinquished to the TUnited
States.

(c) The effective date of the combined
hydrocarbon lease shall be the first day
of the month following the date that
the authorized officer signs the lease.

(d)(1) Except to the extent that any
such lease would exceed 5,210 acres, the
authorized officer may issue, upon the
request of the applicant, 1 combined
hydrocarbon lease to cover contiguous
oil and gas leases or valid claims based
on mineral locations which have been
approved for conversion.

(2) To the extent necessary to pro-
mote the development of the resource,
the authorized officer may issue, upon
the request of the applicant, one com-
bined hydrocarbon lease that does not
exceed 5,760 acres, which shall be as
nearly compact as possible, to cover
non-contiguous oil and gas leases or
valid claims which have been approved
for conversion.

[47 FR 22478, May 24, 1982, as amended at 70
FR 58614, Oct. 7, 2005]

§3140.5 Duration of the lease.

A combined hydrocarbon lease shall
be for a primary term of 10 years and
for so long thereafter as oil or gas is
produced in paying quantities.

§3140.6 Use of additional lands.

(a) The authorized officer may non-
competitively lease additional lands
for ancillary facilities in a Special Tar
Sand Area that are needed to support
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any operations necessary for the recov-
ery of tar sand. Such uses include, but
are not limited to, mill site or waste
disposal. Application for a lease or per-
mit to use additional lands shall be
filed under the provisions of part 2920
of this title with the proper BLM office
having jurisdiction of the lands. The
application for additional lands may be
filed at the time a plan of operations is
filed.

(b) A lease for the use of additional
lands shall not be issued when the use
can be authorized under parts 2800 and
2880 of this title. Such uses include, but
are not limited to, reservoirs, pipe-
lines, electrical generation systems,
transmission lines, roads, and rail-
roads.

(c) Within units of the National Park
System, permits or leases for addi-
tional lands shall only be issued by the
National Park Service. Applications
for such permits or leases shall be filed
with the Regional Director of the Na-
tional Park Service.

§3140.7 Lands within the National

Park System.

Conversions of existing oil and gas
leases and valid claims based on min-
eral locations to combined hydro-
carbon leases within units of the Na-
tional Park System shall be allowed
only where mineral leasing is per-
mitted by law and where the lands cov-
ered by the lease or claim proposed for
conversion are open to mineral re-
source disposition in accordance with
any applicable minerals management
plan. (See 43 CFR 3100.0-3 (g)(4)). In
order to consent to any conversion or
any subsequent development under a
combined hydrocarbon lease requiring
further approval, the Regional Director
of the National Park Service shall find
that there will be no resulting signifi-
cant adverse impacts on the resources
and administration of such areas or on
other contiguous units of the National
Park System in accordance with
§3109.2(b) of this title.

[47 FR 22478, May 24, 1982, as amended at 48
FR 33682, July 22, 1983; 56 FR 12351, Apr. 3,
1990]
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Subpart 3141—Leasing in Special
Tar Sand Areas

SOURCE: 48 FR 7422, Feb. 18, 1983, unless
otherwise noted.

NoOTE: The information collection require-
ments contained in 43 CFR subpart 3141 do
not require approval by the Office of Man-
agement and Budget under 44 U.S.C. 3501 et
seq. because there are fewer than 10 respond-
ents annually.

§3141.0-1 Purpose.

The purpose of this subpart is to pro-
vide for the competitive leasing of
lands and issuance of Combined Hydro-
carbon Leases, Oil and Gas Leases, or
Tar Sand Leases within special tar
sand areas.

[70 FR 58614, Oct. 7, 2005]

§3141.0-3 Authority.

The regulations in this subpart are
issued under the authority of the Min-
eral Leasing Act of February 25, 1920
(30 U.S.C. 181 et seq.), the Mineral Leas-
ing Act for Acquired Lands (30 U.S.C.
351 et seq.), the Federal Land Policy
and Management Act of 1976 (43 U.S.C.
1701 et seq.), the Combined Hydrocarbon
Leasing Act of 1981 (95 Stat. 1070), and
the Energy Policy Act of 2005 (Pub. L.
109-58).

[70 FR 58615, Oct. 7, 2005]

§3141.0-5 Definitions.

As used in this subpart, the term:

(a) Combined hydrocarbon lease means
a lease issued in a Special Tar Sand
Area for the removal of any gas and
nongaseous hydrocarbon substance
other than coal, oil shale or gilsonite.

(b) For purposes of this subpart, ‘oil
and gas lease’” means a lease issued in a
Special Tar Sand Area for the explo-
ration and development of oil and gas
resources other than tar sand.

(c) Tar sand lease means a lease
issued in a Special Tar Sand area ex-
clusively for the exploration for and
extraction of tar sand.

(d) Special Tar Sand Area means an
area designated by the Department of
the Interior’s Orders of November 20,
1980 (45 FR 76800), and January 21, 1981
(46 FR 6077), and referred to in those or-
ders as Designated Tar Sand Areas, as
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containing substantial deposits of tar
and sand.

(e) Tar sand means any consolidated
or unconsolidated rock (other than
coal, oil shale or gilsonite) that either:
(1) Contains a hydrocarbonaceous ma-
terial with a gas-free viscosity, at
original reservoir temperature greater
than 10,000 centipoise, or (2) contains a
hydrocarbonaceous material and is pro-
duced by mining or quarrying.

[47 FR 22478, May 24, 1982, as amended at 70
FR 58615, Oct. 7, 2005; 71 FR 28779, May 18,
2006]

§3141.0-8 Other
tions.

(a) Combined hydrocarbon leases. (1)
The following provisions of part 3100 of
this title, as they relate to competitive
leasing, apply to the issuance and ad-
ministration of combined hydrocarbon
leases issued under this part.

(i) All of subpart 3100, with the excep-
tion of §3100.3-2;

(ii) The following sections of subpart
3101: §§3101.1-1, 3101.2-1, 3101.2-2, 3101.2—
4, 3101.2-5, 3101.7-1, 3101.7-2, and 3101.7-
3.

Applicable Regula-

(iii) All of subpart 3102;

(iv) All of subpart 3103, with the ex-
ception of §§3103.2-1, those portions of
3103.2-2 dealing with noncompetitive
leases, and 3103.3-1 (a), (b), and (c);

(v) All of subpart 3104;

(vi) All of subpart 3105;

(vii) All of subpart 3106, with the ex-
ception of §3106.1 (c);

(viii) All of subpart 3107, with the ex-
ception of §3107.7;

(ix) All of subpart 3108; and

(x) All of subpart 3109, with special
emphasis on §3109.2 (b).

(2) Prior to commencement of oper-
ations, the lessee shall develop either a
plan of operations as described in 43
CFR 3592.1 which ensures reasonable
protection of the environment or file
an application for a permit to drill as
described in 43 CFR part 3160, which-
ever is appropriate.

(3) The provisions of 43 CFR part 3180
shall serve as general guidance to the
administration of combined hydro-
carbon leases issued under this part to
the extent they may be included in
unit or cooperative agreements.

(b) Oil and gas leases. (1) All of the
provisions of parts 3100, 3110, and 3120

§3141.1

of this title apply to the issuance and
administration of oil and gas leases
issued under this part.

(2) All of the provisions of part 3160
apply to operations on an oil and gas
lease issued under this part.

(3) The provisions of 43 CFR part 3180
apply to the administration of oil and
gas leases issued under this part.

(¢) Tar sand leases. (1) The following
provisions of part 3100 of this title, as
they relate to competitive leasing,
apply to the issuance of tar sand leases
issued under this part.

(i) All of subpart 3102;

(ii) All of subpart 3103 with the excep-
tion of sections 3103.2-1, 3103.2-2(d), and
3103.3;

(iii) All of section 3120.4; and

(iv) All of section 3120.5.

(2) Prior to commencement of oper-
ations, the lessee shall develop a plan
of operations as described in 43 CFR
3592.1 which ensures reasonable protec-
tion of the environment.

[48 FR 7422, Feb. 18, 1983, as amended at 55
FR 12351, Apr. 3, 1990; 70 FR 58615, Oct. 7,
2005]]

§3141.1 General.

(a) Combined hydrocarbons or tar
sands within a Special Tar Sand Area
shall be leased only by competitive
bonus bidding.

(b) Oil and gas within a Special Tar
Sand Area shall be leased by competi-
tive bonus bidding as described in 43
CFR part 3120 or if no qualifying bid is
received during the competitive bid-
ding process, the area offered for com-
petitive lease may be leased non-
competitively as described in 43 CFR
part 3110.

(c) The authorized officer may issue
either combined hydrocarbon leases, or
oil and gas leases for oil and gas within
such areas.

(d) The rights to explore for or de-
velop tar sand deposits in a Special Tar
Sand Area may be acquired through ei-
ther a combined hydrocarbon lease or a
tar sand lease.

(e) An oil and gas lease in a Special
Tar Sand Area does not include the
rights to explore for or develop tar
sand.

(f) A tar sand lease in a Special Tar
Sand Area does not include the rights
to explore for or develop oil and gas.
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(g) The minimum acceptable bid for a
lease issued for tar sand shall be $2 per
acre.

(h) The acreage of combined hydro-
carbon leases or tar sand leases held
within a Special Tar Sand Area shall
not be charged against acreage limita-
tions for the holding of oil and gas
leases as provided in section 3101.2-1 of
this title.

(i)(1) The authorized officer may non-
competitively lease additional lands
for ancillary facilities in a Special Tar
Sand Area that are shown by an appli-
cant to be needed to support any oper-
ations necessary for the recovery of tar
sand. Such uses include, but are not
limited to, mill siting or waste dis-
posal. An application for a lease or per-
mit to use additional lands shall be
filed under the provisions of part 2920
of this title with the proper BLM office
having jurisdiction of the lands. The
application for additional lands may be
filed at the time a plan of operations is
filed.

(2) A lease for the use of additional
lands shall not be issued under this
part when the use can be authorized
under part 2800 of this title. Such uses
include, but are not limited to, res-
ervoirs, pipelines, electrical generation
systems, transmission lines, roads and
railroads.

(3) Within units of the National Park
System, permits or leases for addi-
tional lands for any purpose shall be
issued only by the National Park Serv-
ice. Applications for such permits or
leases shall be filed with the Regional
Director of the National Park Service.

[47 FR 22478, May 24, 1982, as amended at 70
FR 58615, Oct. 7, 2005]

§3141.2 Prelease exploration within
Special Tar Sand Areas.

§3141.2-1 Geophysical exploration.

Geophysical exploration in Special
Tar Sand Areas shall be governed by
part 3150 of this title. Information ob-
tained under a permit shall be made
available to the Bureau of Land Man-
agement upon request.

[48 FR 7422, Feb. 18, 1983, as amended at 55
FR 12351, Apr. 3, 1990]
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§3141.2-2 Exploration licenses.

(a) Any person(s) qualified to hold a
lease under the provisions of subpart
3102 of this title and this subpart may
obtain an exploration license to con-
duct core drilling and other explo-
ration activities to collect geologic,
environmental and other data con-
cerning tar sand resources only on
lands, the surface of which are under
the jurisdiction of the Bureau of Land
Management, within or adjacent to a
Special Tar Sand Area. The application
for such a license shall be submitted to
the proper BLM office having jurisdic-
tion of the lands. No drilling for oil or
gas will be allowed under an explo-
ration license issued under this sub-
part. No specific form is required for an
application for an exploration license.

(b) The application for an exploration
license shall be subject to the following
requirements:

(1) Each application shall contain the
name and address of the applicant(s);

(2) Each application shall be accom-
panied by a nonrefundable filing fee of
$250.00;

(3) Each application shall contain a
description of the lands covered by the
application according to section, town-
ship and range in accordance with the
official survey;

(4) Each application shall include 3
copies of an exploration plan which
complies with the requirements of 43
CFR 4392.1 (a); and

(5) An application shall cover no
more than 5,760 acres, which shall be as
compact as possible. The authorized of-
ficer may grant an exploration license
covering more than 5,760 acres only if
the application contains a justification
for an exception to the normal limita-
tion.

(c) The authorized officer may, if he/
she determines it necessary to avoid
impacts resulting from duplication of
exploration activities, require appli-
cants for exploration licenses to pro-
vide an opportunity for other parties to
participate in exploration under the li-
cense on a pro rata cost sharing basis.
If joint participation is determined
necessary, it shall be conducted accord-
ing to the following:

(1) Immediately upon the notifica-
tion of a determination that parties
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shall be given an opportunity to par-
ticipate in the exploration license, the
applicant shall publish a ‘“Notice of In-
vitation,” approved by the authorized
officer, once every week for 2 consecu-
tive weeks in at least 1 newspaper of
general circulation in the area where
the lands covered by the exploration li-
cense are situated. This notice shall
contain an invitation to the public to
participate in the exploration license
on a pro rata cost sharing basis. Copies
of the ‘““Notice of Invitation” shall be
filed with the authorized officer at the
time of publication by the applicant
for posting in the proper BLM office
having jurisdiction over the lands cov-
ered by the application for at least 30
days prior to the issuance of the explo-
ration license.

(2) Any person seeking to participate
in the exploration program described in
the Notice of Invitation shall notify
the authorized officer and the appli-
cant in writing of such intention with-
in 30 days after posting in the proper
BLM office having jurisdiction over the
lands covered by the Notice of Invita-
tion. The authorized officer may re-
quire modification of the original ex-
ploration plan to accommodate the le-
gitimate exploration needs of the per-
son(s) seeking to participate and to
avoid the duplication of exploration ac-
tivities in the same area, or that the
person(s) should file a separate applica-
tion for an exploration license.

(3) An application to conduct explo-
ration which could have been con-
ducted under an existing or recent ex-
ploration license issued under this
paragraph may be rejected.

(d) The authorized officer may accept
or reject an exploration license appli-
cation. An exploration license shall be-
come effective on the date specifed by
the authorized officer as the date when
exploration activities may begin. The
exploration plan approved by the Bu-
reau of Land Management shall be at-
tached and made a part of each explo-
ration license.

(e) An exploration license shall be
subject to these terms and conditions:

(1) The license shall be for a term of
not more than 2 years;

(2) The rental shall be $2 per acre per
year payable in advance;

§3141.2-2

(3) The licensee shall provide a bond
in an amount determined by the au-
thorized officer, but not less than
$5,000. The authorized officer may ac-
cept bonds furnished under subpart 3104
of this title, if adequate. The period of
liability under the bond shall be termi-
nated only after the authorized officer
determines that the terms and condi-
tions of the license, the exploration
plan and the regulations have been
met;

(4) The licensee shall provide to the
Bureau of Land Management upon re-
quest all required information obtained
under the license. Any information
provided shall be treated as confiden-
tial and proprietary, if appropriate, at
the request of the licensee, and shall
not be made public until the areas in-
volved have been leased or only if the
Bureau of Land Management deter-
mines that public access to the data
will not damage the competitive posi-
tion of the licensee.

(6) Operations conducted under a li-
cense shall not unreasonably interfere
with or endanger any other lawful ac-
tivity on the same lands, shall not
damage any improvements on the
lands, and shall not result in any sub-
stantial disturbance to the surface of
the lands and their resources;

(6) The authorized officer shall in-
clude in each license requirements and
stipulations to protect the environ-
ment and associated natural resources,
and to ensure reclamation of the land
disturbed by exploration operations;

(7) When unforeseen conditions are
encountered that could result in an ac-
tion prohibited by paragraph (e)(5) of
this section, or when warranted by geo-
logic or other physical conditions, the
authorized officer may adjust the
terms and conditions of the exploration
license, may direct adjustment in the
exploration plan;

(8) The licensee may submit a request
for modification of the exploration
plan to the authorized officer. Any
modification shall be subject to the
regulations in this section and the
terms and conditions of the license.
The authorized officer may approve the
modification after any necessary ad-
justments to the terms and conditions
of the license that are accepted in writ-
ing by the licensee; and
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(9) The license shall be subject to ter-
mination or suspension as provided in
§2920.9-3 of this title.

[48 FR 7422, Feb. 18, 1983, as amended at 55
FR 12351, Apr. 3, 1990; 70 FR 58615, Oct. 7,
2005]

§3141.3 Land use plans.

No lease shall be issued under this
subpart unless the lands have been in-
cluded in a land use plan which meets
the requirements under part 1600 of
this title or an approved Minerals Man-
agement Plan of the National Park
Service. The decision to hold a lease
sale and issue leases shall be in con-
formance with the appropriate plan.

§3141.4 Consultation.

§3141.4-1 Consultation with the Gov-
ernor.

The Secretary shall consult with the
Governor of the State in which any
tract proposed for sale is located. The
Secretary shall give the Governor 30
days to comment before determining
whether to conduct a lease sale. The
Secretary shall seek the recommenda-
tions of the Governor of the State in
which the lands proposed for lease are
located as to whether or not to lease
such lands and what alternative ac-
tions are available and what special
conditions could be added to the pro-
posed lease(s) to mitigate impacts. The
Secretary shall accept the rec-
ommendations of the Governor if he/
she determines that they provide for a
reasonable balance between the na-
tional interest and the State’s interest.
The Secretary shall communicate to
the Governor in writing and publish in
the FEDERAL REGISTER the reasons for
his/her determination to accept or re-
ject such Governor’s recommendations.

§3141.4-2 Consultation with others.

(a) Where the surface is administered
by an agency other than the Bureau of
Land Management, including lands
patented or leased under the provisions
of the Recreation and Public Purposes
Act, as amended (43 U.S.C. 869 et seq.),
all leasing under this subpart shall be
in accordance with the consultation re-
quirements of subpart 3100 of this title.

(b) The issuance of combined hydro-
carbon leases, oil and gas leases, and
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tar sand leases within special tar sand
areas in units of the National Park
System shall be allowed only where
mineral leasing is permitted by law
and where the lands are open to min-
eral resource disposition in accordance
with any applicable Minerals Manage-
ment Plan. In order to consent to any
issuance of a combined hydrocarbon
lease, oil and gas lease, tar sand lease,
or subsequent development of hydro-
carbon resources within a unit of Na-
tional Park System, the Regional Di-
rector of the National Park Service
shall find that there will be no result-
ing significant adverse impacts to the
resources and administration of the
unit or other contiguous units of the
National Park System in accordance
with §3109.2 (b) of this title.

[48 FR 7422, Feb. 18, 1983, as amended at 55
FR 12351, Apr. 3, 1990; 70 FR 58615, Oct. 7,
2005]

§3141.5 Leasing procedures.

§3141.5-1 Economic evaluation.

Prior to any lease sale for a com-
bined hydrocarbon lease, the author-
ized officer shall request an economic
evaluation of the total hydrocarbon re-
source on each proposed lease tract ex-
clusive of coal, oil shale, or gilsonite.

[70 FR 58615, Oct. 7, 2005]

§3141.5-2 Term of lease.

(a) Combined hydrocarbon leases or
oil and gas leases shall have a primary
term of 10 years and shall remain in ef-
fect so long thereafter as oil or gas is
produced in paying quantities.

(b) Tar Sand leases shall have a pri-
mary term of 10 years and shall remain
in effect so long thereafter as tar sand
is produced in paying quantities.

[70 FR 58615, Oct. 7, 2005]

§3141.5-3 Royalties and rentals.

(a) The royalty rate on all combined
hydrocarbon leases or tar sand leases is
124 percent of the value of production
removed or sold from a lease. The Min-
erals Management Service shall be re-
sponsible for collecting and admin-
istering royalties.
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(b) The lessee may request the Sec-
retary to reduce the royalty rate appli-
cable to tar sand prior to commence-
ment of commercial operations in
order to promote development and
maximum production of the tar sand
resource in accordance with procedures
established by the Bureau of Land
Managment and may request a reduc-
tion in the royalty after commence-
ment of commercial operations in ac-
cordance with §3103.4-1 of this title.

(c) The rental rate for a combined hy-
drocarbon lease shall be $2 per acre per
year, and shall be payable annually in
advance.

(d) The rental rate for a tar sand
lease shall be $1.50 per acre for the first
b5 years and $2.00 per acre for each year
thereafter.

(e) Except as explained in paragraphs
(a), (b), and (c) of this section, all other
provisions of §§3103.2 and 3103.3 of this
title apply to combined hydrocarbon
leasing.

[48 FR 7422, Feb. 18, 1983, as amended at 55
FR 12351, Apr. 3, 1990; 70 FR 58615, Oct. 7,
2005]

§3141.5-4 Lease size.

Combined hydrocarbon leases or tar
sand leases in Special Tar Sand Areas
shall not exceed 5,760 acres.

[70 FR 58616, Oct. 7, 2005]

§3141.5-5 Dating of lease.

A combined hydrocarbon lease shall
be effective as of the first day of the
month following the date the lease is
signed on behalf of the United States,
except that where prior written request
is made, a lease may be made effective
on the first of the month in which the
lease is signed.

§3141.6 Sale procedures.

§3141.6-1 Initiation of
lease offering.

competitive

The Bureau of Land Management
may, on its own motion, offer lands
through competitive bidding. A request
or expression(s) of interest in tract(s)
for competitive lease offerings shall be
submitted in writing to the proper
BLM office.

§3141.6-3

§3141.6-2 Publication of a notice of
competitive lease offering.

(a) Combined Hydrocarbon Leases.
Where a determination to offer lands
for competitive leasing is made, a no-
tice shall be published of the lease sale
in the FEDERAL REGISTER and a news-
paper of general circulation in the area
in which the lands to be leased are lo-
cated. The publication shall appear
once in the FEDERAL REGISTER and at
least once a week for 3 consecutive
weeks in a newspaper, or for other such
periods deemed necessary. The notice
shall specify the time and place of sale;
the manner in which the bids may be
submitted; the description of the lands;
the terms and conditions of the lease,
including the royalty and rental rates;
the amount of the minimum bid; and
shall state that the terms and condi-
tions of the leases are available for in-
spection and designate the proper BLM
office where bid forms may be ob-
tained.

(b) Tar Sand Leases or Oil and Gas
Leases. At least 45 days prior to con-
ducting a competitive auction, lands to
be offered for a competitive lease sale
shall be posted in the proper BLM of-
fice having jurisdiction over the lands
as specified in §1821.10 of this chapter,
and shall be made available for posting
to surface managing agencies having
jurisdiction over any of the included
lands.

[70 FR 58616, Oct. 7, 2005, as amended at 71 FR
281779, May 18, 2006]

§3141.6-3 Conduct of sales.

(a) Combined Hydrocarbon Leases. (1)
Competitive sales shall be conducted
by the submission of written sealed
bids.

(2) Minimum bids shall be not less
than $25 per acre.

(3) In the event that only 1 sealed bid
is received and it is equal to or greater
than the minimum bid, that bid shall
be considered the highest bid.

(4) The authorized officer may reject
any or all bids.

(5) The authorized officer may waive
minor deficiencies in the bids or the
lease sale advertisement.

(6) A bid deposit of one-fifth of the
amount of the sealed bid shall be re-
quired and shall accompany the sealed
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bid. All bid deposits shall be in the
form of either a certified check, money
order, bank cashier’s check or cash.

(b) Oil and Gas Leases. Liease sales for
oil and gas leases will be conducted
using the procedures for oil and gas
leases in §3120.5 of this title.

(c) Tar Sand Leases. (1) Parcels shall
be offered by oral bidding.

(2) The winning bid shall be the high-
est oral bid by a qualified bidder, equal
to or exceeding $2.00 per acre.

(3) Payments shall be made as pro-
vided in §3120.5-2 of this title.

[48 FR 7422, Feb. 18, 1983, as amended at 70
FR 58616, Oct. 7, 2005]

§3141.6-4 Qualifications.

Each bidder shall submit with the bid
a statement over the bidder’s signature
with respect to compliance with sub-
part 3102 of this title.

§3141.6-5 Fair market value for com-
bined hydrocarbon leases.

Only those bids which reflect the fair
market value of the tract(s) as deter-
mined by the authorized officer shall
be accepted; all other bids shall be re-
jected.

§3141.6-6 Rejection of bid.

If the high bid is rejected for failure
by the successful bidder to execute the
lease forms and pay the balance of the
bonus bid, or otherwise to comply with
the regulations of this subpart, the
one-fifth bonus accompanying the bid
shall be forfeited.

§3141.6-7 Consideration of next high-
est bid.

The Department reserves the right to
accept the next highest bid if the high-
est bid is rejected. In no event shall an
offer be made to the next highest bid-
der if the difference beween his/her bid
and that of the rejected successful bid-
der is greater than the one-fifth bonus
forfeited by the rejected successful bid-
der.

[65 FR 12351, Apr. 3, 1990]

§3141.7 Award of lease.

After determining the highest re-
sponsible qualified bidder, the author-
ized officer shall send 3 copies of the
lease on a form approved by the Direc-
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tor, and any necessary stipulations, to
the successful bidder. The successful
bidder shall, not later than the 30th
day after receipt of the lease, execute
the lease, pay the balance of the bid
and the first year’s rental, and file a
bond as required in subpart 3104 of this
title. Failure to comply with this sec-
tion shall result in rejection of the
lease.

Subpart 3142—Paying Quantities/

Diligent Development for
Combined Hydrocarbon
Leases

SOURCE: 51 FR 7276, Mar. 3, 1986, unless oth-
erwise noted.

§3142.0-1 Purpose.

This subpart provides definitions and
procedures for meeting the production
in paying quantities and the diligent
development requirements for tar sand
in all combined hydrocarbon leases.

§3142.0-3 Authority.

These regulations are issued under
the authority of the Mineral Leasing
Act of 1920, as amended and supple-
mented (30 U.S.C. 181 et seq.), the Min-
eral Leasing Act for Acquired Lands (30
U.S.C. 351-359), the Federal Land Pol-
icy and Management Act of 1976 (43
U.S.C. 1701 et seq.) and the Combined
Hydrocarbon Leasing Act of 1981 (95
Stat. 1070).

§3142.0-5 Definitions.

As used in part 3140 of this title, the
term production in paying quantities
means:

(a) Production, in compliance with
an approved plan of operations and by
nonconventional methods, of oil and
gas which can be marketed; or

(b) Production of oil or gas by con-
ventional methods as the term is cur-
rently used in part 3160 of this title.

[61 FR 7276, Mar. 3, 1986, as amended at 70 FR
58616, Oct. 7, 2005]

§3142.1 Diligent development.

A lessee shall have met his/her dili-
gent development obligation if:

(a) The lessee is conducting activity
on the lease in accordance with an ap-
proved plan of operations; and
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(b) The lessee files with the author-
ized officer, not later than the end of
the eighth lease year, a supplement to
the approved plan of operations which
shall include the estimated recoverable
tar sand reserves and a detailed devel-
opment plan for the next stage of oper-
ations;

(c) The lessee has achieved produc-
tion in paying quantities, as that term
is defined in §3142.0-5(a) of this title, by
the end of the primary term; and

(d) The lessee annually produces the
minimum amount of tar sand estab-
lished by the authorized officer under
the lease in the minimum production
schedule which shall be made part of
the plan of operations or pays annually
advance royalty in lieu of this min-
imum production.

§3142.2 Minimum production levels.

§3142.2-1 Minimum production sched-
ule.

Upon receipt of the supplement to
the plan of operations described in
§3142.1(b) of this title, the authorized
officer shall examine the information
furnished by the lessee and determine
if the estimate of the recoverable tar
sand reserves is adequate and reason-
able. In making this determination,
the authorized officer may request, and
the lessee shall furnish, any informa-
tion that is the basis of the lessee’s es-
timate of the recoverable tar sand re-
serves. As part of the authorized offi-
cer’s determination that the estimate
of the recoverable tar sand reserves is
adequate and reasonable, he/she may
consider, but is not limited to, the fol-
lowing: or grade, strip ratio, vertical
and horizal continuity, extract process
recoverability, and proven or unproven
status of extraction technology, ter-
rain, environmental mitigation fac-
tors, marketability of products and
capital operations costs. The author-
ized officer shall then establish as soon
as possible, but prior to the beginning
of the eleventh year, based upon the es-
timate of the recoverable tar sand re-
serves, a minimum annual tar sand
production schedule for the lease or
unit operations which shall start in the
eleventh year of the lease. This min-
imum production level shall escalate in
equal annual increments to a max-

§3142.3

imum of 1 percent of the estimated re-
coverable tar sand reserves in the
twentieth year of the lease and remain
at 1 percent each year thereafter.

§3142.2-2 Advance royalties in lieu of
production.

(a) Failure to meet the minimum an-
nual tar sand production schedule level
in any year shall result in the assess-
ment of an advance royalty in lieu of
production which shall be credited to
future production royalty assessments
applicable to the lease or unit.

(b) If there is no production during
the lease year, and the lessee has rea-
son to believe that there shall be no
production during the remainder of the
lease year, the lessee shall submit to
the authorized officer a request for sus-
pension of production at least 90 days
prior to the end of that lease year and
a payment sufficient to cover any ad-
vance royalty due and owing as a re-
sult of the failure to produce. Upon re-
ceipt of the request for suspension of
production and the accompanying pay-
ment, the authorized officer shall ap-
prove a suspension of production for
that lease year and the lease shall not
expire during that year for lack of pro-
duction.

(c) If there is production on the lease
or unit during the lease year, but such
production fails to meet the minimum
production schedule required by the
plan of operations for that lease or
unit, the lessee shall pay an advance
royalty within 60 days of the end of the
lease year in an amount sufficient to
cover the difference between such ac-
tual production and the production
schedule required by the plan of oper-
ations for that lease or unit and the
authorized officer shall direct a suspen-
sion of production for those periods
during which no production occurred.

§3142.3 Expiration.

Failure of the lessee to pay advance
royalty within the time prescribed by
the authorized officer, or failure of the
lessee to comply with any other provi-
sions of this subpart following the end
of the primary term of the lease, shall
result in the automatic expiration of
the lease as of the first of the month
following notice to the lessee of its
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failure to comply. The lessee shall re-
main subject to the requirement of ap-
plicable laws, regulations and lease
terms which have not been met at the
expiration of the lease.

PART 3150—ONSHORE OIL AND
GAS GEOPHYSICAL EXPLORATION

Subpart 3150—Onshore Oil and Gas
Geophysical Exploration; General

Sec.

3150.0-1 Purpose.

3150.0-3 Authority.

3150.0-5 Definitions.

3150.1 Suspension, revocation or cancella-
tion.

3150.2 Appeals.

Subpart 3151—Exploration Outside of
Alaska

31561.1 Notice of intent to conduct oil and
gas geophysical exploration operations.
31561.2 Notice of completion of operations.

Subpart 3152—Exploration in Alaska

3152.1 Application for oil and gas geo-
physical exploration permit.

3152.2 Action on application.

31562.3 Renewal of exploration permit.

3152.4 Relinquishment of exploration per-
mit.

3152.5 Modification of exploration permit.

3152.6 Collection and submission of data.

3152.7 Completion of operations.

Subpart 3153—Exploration of Lands Under
the Jurisdiction of the Department of
Defense

31563.1 Geophysical permit requirements.

Subpart 3154—Bond Requirements

31564.1 Types of bonds.
3154.2 Additional bonding.
3154.3 Bond cancellation or termination of
liability.
AUTHORITY: 16 U.S.C. 3150(b) and 668dd; 30
U.S.C. 189 and 359; 42 U.S.C. 6508; 43 U.S.C.
1201, 1732(b), 1733, 1734, 1740.

SOURCE: 53 FR 17359, May 16, 1988, unless
otherwise noted.
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Subpart 3150—Onshore Oil and
Gas Geophysical Exploration;
General

§3150.0-1 Purpose.

The purpose of this part is to estab-
lish procedures for conducting oil and
gas geophysical exploration operations
when authorization for such operations
is required from the Bureau of Land
Management. Geophysical exploration
on public lands, the surface of which is
administered by the Bureau, requires
Bureau approval. The procedures in
this part also apply to geophysical ex-
ploration conducted under the rights
granted by any Federal oil and gas
lease unless the surface is administered
by the U.S. Forest Service. However, a
lessee may elect to conduct explo-
ration operations outside of the rights
granted by the lease, in which case au-
thorization from the surface managing
agency or surface owner may be re-
quired. At the request of any other sur-
face managing agency, the procedures
in this part may be applied on a case-
by-case basis to unleased public lands
administered by such agency. The pro-
cedures of this part do not apply to:

(a) Casual use activities;

(b) Operations conducted on private
surface overlying public lands unless
such operations are conducted by a les-
see under the rights granted by the
Federal oil and gas lease; and

(c) Exploration operations conducted
in the Arctic National Wildlife Refuge
in accordance with section 1002 of the
Alaska National Interest Lands Con-
servation Act (See 50 CFR part 37).

§3150.0-3 Authority.

The Mineral Leasing Act of 1920, as
amended and supplemented, (30 U.S.C.
181 et seq.), the Mineral Leasing Act for
Acquired Lands of 1947, as amended (30
U.S.C. 3561-359), the Alaska National In-
terest Lands Conservation Act (16
U.S.C. 3101 et seq.), the Federal Land
Policy and Management Act of 1976 (43
U.S.C. 1701 et seq.), the Independent Of-
fices Appropriations Act of 1952 (31
U.S.C. 483a), the Naval Petroleum Re-
serves Production Act of 1976 (42 U.S.C.
6504) and the Department of the Inte-
rior Appropriations Act, Fiscal Year
1981 (42 U.S.C. 6508).
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§3150.0-5 Definitions.

As used in this part, the term:

(a) Oil and gas geophysical exploration
means activity relating to the search
for evidence of oil and gas which re-
quires the physical presence upon the
lands and which may result in damage
to the lands or the resources located
thereon. It includes, but is not limited
to, geophysical operations, construc-
tion of roads and trails and cross-coun-
try transit of vehicles over such lands.
It does not include core drilling for
subsurface geologic information or
drilling for oil and gas; these activities
shall be authorized only by the
issuance of an oil and gas lease and the
approval of an Application for a Permit
to Drill. The regulations in this part,
however, are not intended to prevent
drilling operations necessary for plac-
ing explosive charges, where permis-
sible, for seismic exploration.

(b) Casual use means activities that
involve practices which do not ordi-
narily lead to any appreciable disturb-
ance or damage to lands, resources and
improvements. For example, activities
which do not involve use of heavy
equipment or explosives and which do
not involve vehicular movement except
over established roads and trails are
casual use.

[63 FR 17359, May 16, 1988; 53 FR 31959, Aug.
22, 1988]

§3150.1 Suspension, revocation or can-
cellation.

The right to conduct exploration
under notices of intent and oil and gas
geophysical exploration permits may
be revoked or suspended, after notice,
by the authorized officer and upon a
final administrative finding of a viola-
tion of any term or condition of the in-
strument, including, but not limited
to, terms and conditions requiring
compliance with regulations issued
under Acts applicable to the public
lands and applicable State air and
water quality standards or implemen-
tation plans. The Secretary may order
an immediate temporary suspension of
activities authorized under a permit or
other use authorization prior to a hear-
ing or final administrative finding if
he/she determines that such a suspen-
sion is necessary to protect health or

§3150.2

safety or the environment. Further,
where other applicable law contains
specific provisions for suspension, rev-
ocation, or cancellation of a permit or
other authorization to use, occupy, or
develop the public lands, the specific
provisions of such law shall prevail.

§3150.2 Appeals.

(a) A party adversely affected by a
decision or approval of the authorized
officer may appeal that decision to the
Interior Board of Land Appeals as set
forth in part 4 of this title.

(b) All decisions and approvals of the
authorized officer under this part shall
remain effective pending appeal unless
the Interior Board of Land Appeals de-
termines otherwise upon consideration
of the standards stated in this para-
graph. The provisions of 43 CFR 4.21(a)
shall not apply to any decision or ap-
proval of the authorized officer under
this part. A petition for a stay of a de-
cision or approval of the authorized of-
ficer shall be filed with the Interior
Board of Land Appeals, Office of Hear-
ings and Appeals, Department of the
Interior, and shall show sufficient jus-
tification based on the following stand-
ards:

(1) The relative harm to the parties if
the stay is granted or denied,

(2) The likelihood of the appellant’s
success on the merits,

(3) The Ilikelihood of irreparable
harm to the appellant or resources if
the stay is not granted, and

(4) Whether the public interest favors
granting the stay.

Nothing in this paragraph shall dimin-
ish the discretionary authority of the
authorized officer to stay the effective-
ness of a decision subject to appeal pur-
suant to paragraph (a) of this section
upon a request by an adversely affected
party or on the authorized officer’s
own initiative. If the authorized officer
denies such a request, the requester
can petition for a stay of the denial de-
cision by filing a petition with the In-
terior Board of Land Appeals that ad-
dresses the standards described above
in this paragraph.

[67 FR 9012, Mar. 13, 1992, as amended at 57
FR 44336, Sept. 25, 1992]
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Subpart 3151—Exploration Outside
of Alaska

§3151.1 Notice of intent to conduct oil
and gas geophysical exploration op-
erations.

Parties wishing to conduct oil and
gas geophysical exploration outside of
the State of Alaska shall file a Notice
of Intent to Conduct Oil and Gas Explo-
ration Operations, referred to herein as
a notice of intent. The notice of intent
shall be filed with the District Manager
of the proper BLM office on the form
approved by the Director. Within 5
working days of the filing date, the au-
thorized officer shall process the notice
of intent and notify the operator of
practices and procedures to be fol-
lowed. If the notice of intent cannot be
processed within 5 working days of the
filing date, the authorized officer shall
promptly notify the operator as to
when processing will be completed, giv-
ing the reason for the delay. The oper-
ator shall, within 5 working days of the
filing date, or such other time as may
be convenient for the operator, partici-
pate in a field inspection if requested
by the authorized officer. Signing of
the notice of intent by the operator
shall signify agreement to comply with
the terms and conditions contained
therein and in this part, and with all
practices and procedures specified at
any time by the authorized officer.

§3151.2 Notice of completion of oper-
ations.

Upon completion of exploration,
there shall be filed with the District
Manager a Notice of Completion of Oil
and Gas Exploration Operations. With-
in 30 days after this filing, the author-
ized officer shall notify the party
whether rehabilitation of the lands is
satisfactory or whether additional re-
habilitation is necessary, specifying
the nature and extent of actions to be
taken by the operator.

Subpart 3152—Exploration in
Alaska

§3152.1 Application for oil and gas
geophysical exploration permit.
Parties wishing to conduct oil and
gas geophysical exploration operations
in Alaska shall complete an applica-
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tion for an oil and gas geophysical ex-
ploration permit. The application shall
contain the following information:

(a) The applicant’s name and address;

(b) The operator’s name and address;

(c) The contractor’s name and ad-
dress;

(d) A description of lands involved by
township and range, including a map or
overlays showing the lands to be en-
tered and affected;

(e) The period of time when oper-
ations will be conducted; and

(f) A plan for conducting the explo-
ration operations.

NoTE TO §3152.1: Submit your application
along with the filing fee for geophysical ex-
ploration permit—Alaska, found in the fee
schedule in §3000.12 of this chapter (except
where the exploration operations are to be
conducted on a leasehold by or on behalf of
the lessee), to the District Manager of the
proper BLM office.

[63 FR 17359, May 16, 1988, as amended at 72
FR 50887, Sept. 5, 2007]

§3152.2 Action on application.

(a) The authorized officer shall re-
view each application and approve or
disapprove it within 90 calendar days,
unless compliance with statutory re-
quirements such as the National Envi-
ronmental Policy Act of 1969 (42 U.S.C.
4321 et seq.) delays this action. The ap-
plicant shall be notified promptly in
writing of any such delay.

(b) The authorized officer shall in-
clude in each geophysical exploration
permit terms and conditions deemed
necessary to protect values, mineral
resources, and nonmineral resources.
Geophysical permits within National
Petroleum Reserve—Alaska shall con-
tain such reasonable conditions, re-
strictions and prohibitions as the au-
thorized officer deems appropriate to
mitigate adverse effects upon the sur-
face resources of the Reserve and to
satisfy the requirement of section
104(b) of the Naval Petroleum Reserves
Production Act of 1976 (42 U.S.C. 6504)
(See part 3130 for stipulations relating
to the National Petroleum Reserve—
Alaska).

(c) An exploration permit shall be-
come effective on the date specified by
the authorized officer and shall expire 1
year thereafter.

(d) For lands subject to section 1008
of the Alaska National Interest Lands
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Conservation Act, exploration shall be
authorized only upon a determination
that such activities can be conducted
in a manner which is consistent with
the purposes for which the affected
area is managed under applicable law.

§3152.3 Renewal of exploration per-
mit.

Upon application by the permittee
and payment of the filing fee for re-
newal of exploration permit—Alaska,
found in the fee schedule in section
3000.12 of this chapter (except where
the exploration operations are to be
conducted on a leasehold by or on be-
half of the lessee), an exploration per-
mit may be renewed for a period not to
exceed one year.

[72 FR 50887, Sept. 5, 2007]

§3152.4 Relinquishment of exploration
permit.

Subject to the continued obligations
of the permittee and the surety to com-
ply with the terms and conditions of
the exploration permit and the regula-
tions, the permittee may relinquish an
exploration permit for all or any por-
tion of the lands covered by it. Such re-
linquishment shall be filed with the
District Manager of the proper BLM of-
fice.

§3152.5 Modification
permit.

of exploration

(a) A permittee may request, and the
authorized officer may approve a modi-
fication of an exploration permit.

(b) The authorized officer may, after
consultation with the permittee, re-
quire modifications determined nec-
essary.

§3152.6 Collection and submission of
data.

(a) The permittee shall submit to the
authorized officer all data and informa-
tion obtained in carrying out the ex-
ploration plan.

(b) All information submitted under
this section is subject to part 2 of this
title, which sets forth the rules of the
Department of the Interior relating to
public availability of information con-
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tained in Departmental records, as pro-
vided at §3100.4 of this chapter.

[63 FR 17359, May 16, 1988, as amended at 63
FR 52952, Oct. 1, 1998]

§3152.7 Completion of operations.

(a) The permittee shall submit to the
authorized officer a completion report
within 30 days of completion of all op-
erations under the permit. The comple-
tion report shall contain the following:

(1) A description of all work per-
formed;

(2) Charts, maps or plats depicting
the areas and blocks in which the ex-
ploration was conducted and specifi-
cally identifying the Ilines of geo-
physical traverses and any roads con-
structed;

(3) The dates on which the actual ex-
ploration was conducted;

(4) Such other information about the
exploration operations as may be speci-
fied by the authorized officer in the
permit; and

(5) A statement that all terms and
conditions have been complied with or
that corrective measures shall be
taken to rehabilitate the lands or other
resources.

(b) Within 90 days after the author-
ized officer receives a completion re-
port from the permittee that explo-
ration has been completed or after the
expiration of the permit, whichever oc-
curs first, the authorized officer shall
notify the permittee of the specific na-
ture and extent of any additional meas-
ures required to rectify any damage to
the lands and resources.

[63 FR 17359, May 16, 1988; 53 FR 31959, Aug.
22, 1988]

Subpart  3153—Exploration  of
Lands Under the Jurisdiction
of the Department of De-
fense

§3153.1 Geophysical permit require-
ments.

Except in unusual circumstances,
permits for geophysical exploration on
unleased lands under the jurisdiction of
the Department of Defense shall be
issued by the appropriate agency of
that Department. In the event an agen-
cy of the Department of Defense refers
an application for exploration to the
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Bureau for issuance, the provisions of
subpart 3152 of this title shall apply.
Geophysical exploration on lands under
the jurisdiction of the Department of
Defense shall be authorized only with
the consent of, and subject to such
terms and conditions as may be re-
quired by, the Department of Defense.

Subpart 3154—Bond Requirements

§3154.1 Types of bonds.

Prior to each planned exploration,
the party(s) filing the notice of intent
or application for a permit shall file
with the authorized officer a bond as
described in §3104.1 of this title in the
amount of at least $5,000, conditioned
upon full and faithful compliance with
the terms and conditions of this sub-
part and the notice of intent or permit.
In lieu thereof, the party(s) may file a
statewide bond in the amount of $25,000
covering all oil and gas exploration op-
erations in the same State or a nation-
wide bond in the amount of $50,000 cov-
ering all oil and gas exploration oper-
ations in the nation. Holders of indi-
vidual, statewide or nationwide oil and
gas lease bonds shall be allowed to con-
duct exploration on their leaseholds
without further bonding, and holders of
statewide or nationwide lease bonds
wishing to conduct exploration on
lands they do not have under lease may
obtain a rider to include oil and gas ex-
ploration operations under this part.
Holders of nationwide or any National
Petroleum Reserve-Alaska oil and gas
lease bonds shall be permitted to ob-
tain a rider to include the coverage of
oil and gas exploration within the Na-
tional Petroleum Reserve—Alaska
under subpart 3152 of this title.

§3154.2 Additional bonding.

The authorized officer may increase
the amount of any bond that is re-
quired under this subpart after deter-
mining that additional coverage is
needed to ensure protection of the
lands or resources.

§3154.3 Bond cancellation or termi-
nation of liability.

The authorized officer shall not con-
sent to the cancellation of the bond or
the termination of liability unless and
until the terms and conditions of the
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notice of intent or permit have been
met. Should the authorized officer fail
to notify the party within 90 days of
the filing of a notice of completion of
the need for additional action by the
operator to rehabilitate the lands, li-
ability for that particular exploration
operation shall automatically termi-
nate.

[63 FR 17359, May 16, 1988; 53 FR 31867, Aug.
22, 1988]

PART 3160—ONSHORE OIL AND
GAS OPERATIONS

Subpart 3160—Onshore Oil and Gas
Operations: General

Sec.

3160.0-1
3160.0-2
3160.0-3
3160.0-4
3160.0-5
3160.0-7
3160.0-9

Purpose.

Policy.

Authority.

Objectives.

Definitions.

Cross references.
Information collection.

Subpart 316 1—Jurisdiction and
Responsibility

3161.1 Jurisdiction.

3161.2 Responsibility of the authorized offi-
cer.

3161.3 Inspections.

Subpart 3162—Requirements for Operating
Rights Owners and Operators

3162.1 General requirements.

3162.2 Drilling, producing, and drainage ob-
ligations.

3162.2-2 What steps may BLM take to avoid
uncompensated drainage of Federal or
Indian mineral resources?

3162.2-3 When am I responsible for pro-
tecting my Federal or Indian lease from
drainage?

3162.2-4 What protective action may BLM
require the lessee to take to protect the
leases from drainage?

3162.2-5 Must I take protective action when
a protective well would be uneconomic?

3162.2-6 When will I have constructive no-
tice that drainage may be occurring?

3162.2-7 Who is liable for drainage if more
than one person holds undivided inter-
ests in the record title or operating
rights for the same lease?

3162.2-8 Does my responsibility for drainage
protection end when I assign or transfer
my lease interest?

3162.2-9 What is my duty to inquire about
the potential for drainage and inform
BLM of my findings?
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3162.2-10 Will BLM notify me when it deter-
mines that drainage is occurring?

3162.2-11 How soon after I know of the like-
lihood of drainage must I take protective
action?

3162.2-12 If I hold an interest in a lease, for
what period will the Department assess
compensatory royalty against me?

3162.2-13 If I acquire an interest in a lease
that is being drained, will the Depart-
ment assess me for compensatory roy-
alty?

3162.2-14 May I appeal BLM’s decision to re-
quire drainage protective measures?

3162.2-15 Who has the burden of proof if I ap-
peal BLM’s drainage determination?

3162.3 Conduct of operations.

3162.3-1 Drilling applications and plans.

3162.3-2 Subsequent well operations.

3162.3-3 Other lease operations.

3162.3-4 Well abandonment.

3162.4 Records and reports.

3162.4-1 Well records and reports.

3162.4-2 Samples, tests, and surveys.

3162.4-3 Monthly report of operations (Form
3160-6).

3162.5 Environment and safety.

3162.5-1 Environmental obligations.

3162.5-2 Control of wells.

3162.5-3 Safety precautions.

3162.6 Well and facility identification.

3162.7 Measurement, disposition, and pro-
tection of production.

3162.7-1 Disposition of production.

3162.7-2 Measurement of oil.

3162.7-3 Measurement of gas.

3162.7-4 Royalty rates on oil; sliding and
step-scale leases (public land only).

3162.7-5 Site security on Federal and Indian
(except Osage) oil and gas leases.

Subpart 3163—Noncompliance,
Assessments, and Penalties

3163.1
3163.2
3163.3
3163.4
3163.5
3163.6

Remedies for acts of noncompliance.
Civil penalties.

Criminal penalties.

Failure to pay.

Assessments and civil penalties.
Injunction and specific performance.

Subpart 3164—Special Provisions

3164.1 Onshore Oil and Gas Orders.

3164.2 NTL’s and other implementing proce-
dures.

3164.3 Surface rights.

3164.4 Damages on restricted Indian lands.

Subpart 3165—Relief, Conflicts, and
Appeals

3165.1 Relief from operating and producing
requirements.

3165.1-1 Relief from royalty and rental re-
quirements.

3165.2 Conflicts between regulations.

§3160.0-3

3165.3 Notice, State Director review and
hearing on the record.
3165.4 Appeals.

AUTHORITY: 25 U.S.C. 396d and 2107; 30
U.S.C. 189, 306, 359, and 1751; and 43 U.S.C.
1732(b), 1733 and 1740.

SOURCE: 47 FR 47765, Oct. 27, 1982, unless
otherwise noted. Redesignated at 48 FR 36583,
Aug. 12, 1983.

Subpart 3160—Onshore Oil and
Gas Operations: General

§3160.0-1 Purpose.

The regulations in this part govern
operations associated with the explo-
ration, development and production of
oil and gas deposits from—

(a) Leases issued or approved by the
United States;

(b) Restricted Indian land leases; and

(c) Those leases under the jurisdic-
tion of the Secretary of the Interior by
law or administrative arrangement in-
cluding the National Petroleum Re-
serve-Alaska (NPR-A). However, provi-
sions relating to suspension and roy-
alty reductions contained in subpart
3165 of this part do not apply to the
NPR-A.

[67 FR 17894, Apr. 11, 2002]

§3160.0-2 Policy.

The regulations in this part are ad-
ministered under the direction of the
Director of the Bureau of Land Man-
agement; except that as to lands with-
in naval petroleum reserves, they shall
be administered under such official as
the Secretary of Energy shall des-
ignate.

[48 FR 36584, Aug. 12, 1983]

§3160.0-3 Authority.

The Mineral Leasing Act, as amended
and supplemented (30 U.S.C. 181 et seq.),
the Act of May 21, 1930 (30 U.S.C. 301-
306), the Mineral Leasing Act for Ac-
quired Lands, as amended (30 U.S.C.
361-359), the Act of March 3, 1909, as
amended (25 U.S.C. 396), the Act of May
11, 1938, as amended (256 U.S.C. 396a-—
396q), the Act of February 28, 1891, as
amended (25 U.S.C. 397), the Act of May
29, 1924 (25 U.S.C. 398), the Act of March
3, 1927 (25 U.S.C. 398a-398e), the Act of
June 30, 1919, as amended (25 U.S.C.
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399), R.S. §441 (43 U.S.C. 1457), the At-
torney General’s Opinion of April 2,
1941 (40 Op Atty. Gen. 41), the Federal
Property and Administrative Services
Act of 1949, as amended (40 U.S.C. 471 et
seq.), the National Environmental Pol-
icy Act of 1969, as amended (42 U.S.C.
4321 et seq.), the Act of December 12,
1980 (94 Stat. 2964), the Combined Hy-
drocarbon Leasing Act of 1981 (95 Stat.
1070), the Federal Oil and Gas Royalty
Management Act of 1982 (30 U.S.C.
1701), the Indian Mineral Development
Act of 1982 (256 U.S.C. 2102), and Order
Number 3087, dated December 3, 1982, as
amended on February 7, 1983 (48 FR
8983) under which the Secretary con-
solidated and transferred the onshore
minerals management functions of the
Department, except mineral revenue
functions and the responsibility for
leasing of restricted Indian lands, to
the Bureau of Land Management.

[48 FR 36583, Aug. 12, 1983]

§3160.0-4 Objectives.

The objective of these regulations is
to promote the orderly and efficient
exploration, development and produc-
tion of oil and gas.

[48 FR 36583, Aug. 12, 1983]

§3160.0-5 Definitions.

As used in this part, the term:

Authorized representative means any
entity or individual authorized by the
Secretary to perform duties by cooper-
ative agreement, delegation or con-
tract.

Avoidably lost means the venting or
flaring of produced gas without the
prior authorization, approval, ratifica-
tion or acceptance of the authorized of-
ficer and the loss of produced oil or gas
when the authorized officer determines
that such loss occurred as a result of:

(1) Negligence on the part of the op-
erator; or

(2) The failure of the operator to take
all reasonable measures to prevent and/
or control the loss; or

(3) The failure of the operator to
comply fully with the applicable lease
terms and regulations, applicable or-
ders and notices, or the written orders
of the authorized officer; or

(4) Any combination of the foregoing.
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Drainage means the migration of hy-
drocarbons, inert gases (other than he-
lium), or associated resources caused
by production from other wells.

Federal lands means all lands and in-
terests in lands owned by the United
States which are subject to the mineral
leasing laws, including mineral re-
sources or mineral estates reserved to
the United States in the conveyance of
a surface or nonmineral estate.

Fresh water means water containing
not more than 1,000 ppm of total dis-
solved solids, provided that such water
does not contain objectionable levels of
any constituent that is toxic to ani-
mal, plant or acquatic life, unless oth-
erwise specified in applicable notices or
orders.

Knowingly or willfully means a viola-
tion that constitutes the voluntary or
conscious performance of an act that is
prohibited or the voluntary or con-
scious failure to perform an act or duty
that is required. It does not include
performances or failures to perform
that are honest mistakes or merely in-
advertent. It includes, but does not re-
quire, performances or failures to per-
form that result from a criminal or evil
intent or from a specific intent to vio-
late the law. The knowing or willful
nature of conduct may be established
by plain indifference to or reckless dis-
regard of the requirements of the law,
regulations, orders, or terms of the
lease. A consistent pattern of perform-
ance or failure to perform also may be
sufficient to establish the knowing or
willful nature of the conduct, where
such consistent pattern is neither the
result of honest mistakes or mere inad-
vertency. Conduct that is otherwise re-
garded as being knowing or willful is
rendered neither accidental nor miti-
gated in character by the belief that
the conduct is reasonable or legal.

Lease means any contract, profit-
share arrangement, joint venture or
other agreement issued or approved by
the United States under a mineral leas-
ing law that authorizes exploration for,
extraction of or removal of oil or gas.

Lease site means any lands, including
the surface of a severed mineral estate,
on which exploration for, or extraction
and removal of, oil or gas is authorized
under a lease.

422



Bureau of Land Management, Interior

Lessee means any person holding
record title or owning operating rights
in a lease issued or approved by the
United States.

Lessor means the party to a lease who
holds legal or beneficial title to the
mineral estate in the leased lands.

Major violation means noncompliance
that causes or threatens immediate,
substantial, and adverse impacts on
public health and safety, the environ-
ment, production accountability, or
royalty income.

Mazximum ultimate economic recovery
means the recovery of oil and gas from
leased lands which a prudent operator
could be expected to make from that
field or reservoir given existing knowl-
edge of reservoir and other pertinent
facts and utilizing common industry
practices for primary, secondary or ter-
tiary recovery operations.

Minor violation means noncompliance
that does not rise to the level of a
magjor violation.

New or resumed production under sec-
tion 102(b)(3) of the Federal Oil and Gas
Royalty Management Act means the date
on which a well commences production,
or resumes production after having
been off production for more than 90
days, and is to be construed as follows:

(1) For an oil well, the date on which
liquid hydrocarbons are first sold or
shipped from a temporary storage fa-
cility, such as a test tank, or the date
on which liquid hydrocarbons are first
produced into a permanent storage fa-
cility, whichever first occurs; and

(2) For a gas well, the date on which
gas is first measured through sales me-
tering facilities or the date on which
associated liquid hydrocarbons are first
sold or shipped from a temporary stor-
age facility, whichever first occurs. For
purposes of this provision, a gas well
shall not be considered to have been off
of production unless it is incapable of
production.

Notice to lessees and operators (NTL)
means a written notice issued by the
authorized officer. NTL’s implement
the regulations in this part and oper-
ating orders, and serve as instructions
on specific item(s) of importance with-
in a State, District, or Area.

Onshore 0il and gas order means a for-
mal numbered order issued by the Di-
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rector that implements and supple-
ments the regulations in this part.

Operating rights owner means a person
who owns operating rights in a lease. A
record title holder may also be an oper-
ating rights owner in a lease if it did
not transfer all of its operating rights.

Operator means any person or entity
including but not limited to the lessee
or operating rights owner, who has
stated in writing to the authorized offi-
cer that it is responsible under the
terms and conditions of the lease for
the operations conducted on the leased
lands or a portion thereof.

Paying well means a well that is capa-
ble of producing oil or gas of sufficient
value to exceed direct operating costs
and the costs of lease rentals or min-
imum royalty.

Person means any individual, firm,
corporation, association, partnership,
consortium or joint venture.

Production in paying quantities means
production from a lease of oil and/or
gas of sufficient value to exceed direct
operating costs and the cost of lease
rentals or minimum royalties.

Protective well means a well drilled or
modified to prevent or offset drainage
of oil and gas resources from its Fed-
eral or Indian lease.

Record title holder means the person(s)
to whom BLM or an Indian lessor
issued a lease or approved the assign-
ment of record title in a lease.

Superintendent means the super-
intendent of an Indian Agency, or
other officer authorized to act in mat-
ters of record and law with respect to
oil and gas leases on restricted Indian
lands.

Surface use plan of operations means a
plan for surface use, disturbance, and
reclamation.

Waste of oil or gas means any act or
failure to act by the operator that is
not sanctioned by the authorized offi-
cer as necessary for proper develop-
ment and production and which results
in: (1) A reduction in the quantity or
quality of oil and gas ultimately pro-
ducible from a reservoir under prudent
and proper operations; or (2) avoidable
surface loss of oil or gas.

[63 FR 17362, May 16, 1988, as amended at 53
FR 22846, June 17, 1988; 66 FR 1892, Jan. 10,
2001]
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§3160.0-7 Cross references.

25 CFR parts 221, 212, 213, and 227

30 CFR Group 200

40 CFR Chapter V

43 CFR parts 2, 4, and 1820 and Groups 3000,
3100 and 3500

[48 FR 36584, Aug. 12, 1983]

§3160.0-9 Information collection.
(a) The information collection re-

quirements contained in §§3162.3,
3162.3-1, 3162.3-2, 3162.3-3, 3162.3-4,
3162.4-1, 3162.4-2, 3162.5-1, 3162.5-2,

3162.5-3, 3162.6, 3162.7-1, 3162.7-2, 3162.7-
3, 3162.7-5, 3164.3, 3165.1, and 3165.3 have
been approved by the Office of Manage-
ment and Budget under 44 U.S.C. 3507
and assigned clearance Number 1004—
0134. The information may be collected
from some operators either to provide
data so that proposed operations may
be approved or to enable the moni-
toring of compliance with granted ap-
provals. The information will be used
to grant approval to begin or alter op-
erations or to allow operations to con-
tinue. The obligation to respond is re-
quired to obtain benefits under the
lease.

(b) Public reporting burden for this
information is estimated to average
0.4962 hours per response, including the
time for reviewing instructions,
searching existing data sources, gath-
ering and maintaining the data needed,
and completing and reviewing the col-
lection of information. Send comments
regarding this burden estimate or any
other aspect of this collection of infor-
mation, including suggestions for re-
ducing the burden, to the Information
Collection Clearance Officer (783), Bu-
reau of Land Management, Wash-
ington, DC 20240, and the Office of Man-
agement and Budget, Paperwork Re-
duction Project, 1004-0134, Washington,
DC 20503.

(c)(1) The information collection re-
quirements contained in part 3160 have
been approved by the Office of Manage-
ment and Budget under 44 U.S.C. 3507
and assigned the following Clearance
Numbers:
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OPERATING FORMS

Form Name and filing date OMB No.
3160-3 | Application for Permit to Drill, Deep-

en, or Plug Back—Filed 30 days

prior to planned action ................... 1004-0136
31604 | With Completion of Recompletion Re-

port and Log—Due 30 days after

well completion ..o 1004-0137
3160-5 | Sundry Notice and Reports on

Wells—Subsequent report due 30

days after operations completed .... | 1004-0135

The information will be used to man-
age Federal and Indian oil and gas
leases. It will be used to allow evalua-
tion of the technical, safety, and envi-
ronmental factors involved with drill-
ing and producing oil and gas on Fed-
eral and Indian oil and gas leases. Re-
sponse is mandatory only if the oper-
ator elects to initiate drilling, comple-
tion, or subsequent operations on an
oil and gas well, in accordance with 30
U.S.C. 181 et seq.

(2) Public reporting burden for this
information is estimated to average 25
minutes per response for clearance
number 1004-0135, 30 minutes per re-
sponse for clearance number 1004-0136,
and 1 hour per response for clearance
number 1004-0137, including the time
for reviewing instructions, searching
existing data sources, gathering and
maintaining the data needed, and com-
pleting and reviewing the collection of
information. Send comments regarding
this burden estimate or any other as-
pect of this collection of information,
including suggestions for reducing the
burden, to the Information Collection
Clearance Officer (783), Bureau of Land
Management, Washington, DC 20240,
and the Office of Management and
Budget, Paperwork Reduction Project,
1004-0135, 1004-0136, or 1004-0137, as ap-
propriate, Washington, DC 20503.

(d) There are many leases and agree-
ments currently in effect, and which
will remain in effect, involving both
Federal and Indian oil and gas leases
which specifically refer to the United
States Geological Survey, USGS, Min-
erals Management Service, MMS, or
Conservation Division. These leases
and agreements also often specifically
refer to various officers such as Super-
visor, Conservation Manager, Deputy
Conservation Manager, Minerals Man-
ager, and Deputy Minerals Manager. In
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addition, many leases and agreements
specifically refer to 30 CFR part 221 or
specific sections thereof, which has
been redesignated as 43 CFR part 3160.
Those references shall now be read in
the context of Secretarial Order 3087
and now mean either the Bureau of
Land Management or Minerals Man-
agement Service, as appropriate.

[67 FR 3024, Jan. 27, 1992]

Subpart 316 1—Jurisdiction and
Responsibility

§3161.1 Jurisdiction.

(a) All operations conducted on a
Federal or Indian oil and gas lease by
the operator are subject to the regula-
tions in this part.

(b) Regulations in this part relating
to site security, measurement, report-
ing of production and operations, and
assessments or penalties for non-
compliance with such requirements are
applicable to all wells and facilities on
State or privately-owned mineral lands
committed to a unit or
communitization agreement which af-
fects Federal or Indian interests, not-
withstanding any provision of a unit or
communitization agreement to the
contrary.

[62 FR 5391, Feb. 20, 1987, as amended at 53
FR 17362, May 16, 1988]

§3161.2 Responsibility of the author-
ized officer.

The authorized officer is authorized
and directed to approve unitization,
communitization, gas storage and
other contractual agreements for Fed-
eral lands; to assess compensatory roy-
alty; to approve suspensions of oper-
ations or production, or both; to issue
NTL’s: to approve and monitor other
operator proposals for drilling, devel-
opment or production of oil and gas; to
perform administrative reviews; to im-
pose monetary assessments or pen-
alties; to provide technical information
and advice relative to oil and gas de-
velopment and operations on Federal
and Indian lands; to enter into coopera-
tive agreements with States, Federal
agencies and Indian tribes relative to
oil and gas development and oper-
ations; to approve, inspect and regulate
the operations that are subject to the

§3161.3

regulations in this part; to require
compliance with lease terms, with the
regulations in this title and all other
applicable regulations promulgated
under the cited laws; and to require
that all operations be conducted in a
manner which protects other natural
resources and the environmental qual-
ity, protects life and property and re-
sults in the maximum ultimate recov-
ery of oil and gas with minimum waste
and with minimum adverse effect on
the ultimate recovery of other mineral
resources. The authorized officer may
issue written or oral orders to govern
specific lease operations. Any such oral
orders shall be confirmed in writing by
the authorized officer within 10 work-
ing days from issuance thereof. Before
approving operations on leasehold, the
authorized officer shall determine that
the lease is in effect, that acceptable
bond coverage has been provided and
that the proposed plan of operations is
sound both from a technical and envi-
ronmental standpoint.

[48 FR 36584, Aug. 12, 1983, as amended at 52
FR 5391, Feb. 20, 1987; 53 FR 17362, May 16,
1988]

§3161.3 Inspections.

(a) The authorized officer shall estab-
lish procedures to ensure that each
Federal and Indian lease site which is
producing or is expected to produce sig-
nificant quantities of oil or gas in any
year or which has a history of non-
compliance with applicable provisions
of law or regulations, lease terms, or-
ders or directives shall be inspected at
least once annually. Similarly, each
lease site on non-Federal or non-Indian
lands subject to a formal agreement
such as a unit or communitization
agreement which has been approved by
the Department of the Interior and in
which the United States or the Indian
lessors share in production shall be in-
spected annually whenever any of the
foregoing criteria are applicable.

(b) In accomplishing the inspections,
the authorized officer may utilize Bu-
reau personnel, may enter into cooper-
ative agreements with States or Indian
Tribes, may delegate the inspection au-
thority to any State, or may contract
with any non-Federal Government en-
tities. Any cooperative agreement, del-
egation or contractual arrangement
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shall not be effective without concur-
rence of the Secretary and shall in-
clude applicable provisions of the Fed-
eral Oil and Gas Royalty Management
Act.

[49 FR 37363, Sept. 21, 1984, as amended at 52
FR 5391, Feb. 20, 1987]

Subpart 3162—Requirements for
Operating Rights Owners and
Operators

§3162.1 General requirements.

(a) The operating rights owner or op-
erator, as appropriate, shall comply
with applicable laws and regulations;
with the lease terms, Onshore Oil and
Gas Orders, NTL’s; and with other or-
ders and instructions of the authorized
officer. These include, but are not lim-
ited to, conducting all operations in a
manner which ensures the proper han-
dling, measurement, disposition, and
site security of leasehold production;
which protects other natural resources
and environmental quality; which pro-
tects life and property; and which re-
sults in maximum ultimate economic
recovery of oil and gas with minimum
waste and with minimum adverse ef-
fect on ultimate recovery of other min-
eral resources.

(b) The operator shall permit prop-
erly identified authorized representa-
tives to enter upon, travel across and
inspect lease sites and records nor-
mally kept on the lease pertinent
thereto without advance notice. In-
spections normally will be conducted
during those hours when responsible
persons are expected to be present at
the operation being inspected. Such
permission shall include access to se-
cured facilities on such lease sites for
the purpose of making any inspection
or investigation for determining
whether there is compliance with the
mineral leasing laws, the regulations
in this part, and any applicable orders,
notices or directives.

(c) For the purpose of making any in-
spection or investigation, the Sec-
retary or his authorized representative
shall have the same right to enter upon
or travel across any lease site as the
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operator has acquired by purchase,
condemnation or otherwise.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983; 49
FR 37364, Sept. 21, 1984; 53 FR 17363, May 16,
1988]

§3162.2 Drilling, producing, and drain-
age obligations.

§3162.2-1 Drilling and producing obli-
gations.

(a) The operator, at its election, may
drill and produce other wells in con-
formity with any system of well spac-
ing or production allotments affecting
the field or area in which the leased
lands are situated, and which is au-
thorized and sanctioned by applicable
law or by the authorized officer.

(b) After notice in writing, the les-
see(s) and operating rights owner(s)
shall promptly drill and produce such
other wells as the authorized officer
may reasonably require in order that
the lease may be properly and timely
developed and produced in accordance
with good economic operating prac-
tices.

[66 FR 1892, Jan. 10, 2001. Redesignated at 66
FR 1892, Jan. 10, 2001; 66 FR 24073, May 11,
2001]

§3162.2-2 What steps may BLM take to
avoid uncompensated drainage of
Federal or Indian mineral re-
sources?

If we determine that a well is drain-
ing Federal or Indian mineral re-
sources, we may take any of the fol-
lowing actions:

(a) If the mineral resources being
drained are in Federal or Indian leases,
we may require the lessee to drill and
produce all wells that are necessary to
protect the lease from drainage, unless
the conditions of this part are met.
BLM will consider applicable Federal,
State, or Tribal rules, regulations, and
spacing orders when determining which
action to take. Alternatively, we may
accept other equivalent protective
measures;

(b) If the mineral resources being
drained are either unleased (including
those which may not be subject to leas-
ing) or in Federal or Indian leases, we
may execute agreements with the own-
ers of interests in the producing well
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under which the United States or the
Indian lessor may be compensated for
the drainage (with the consent of the
Federal or (in consultation with the In-
dian mineral owner and BIA) Indian
lessees, if any);

(c) We may offer for lease any quali-
fying unleased mineral resources under
part 3120 of this chapter or enter into a
communitization agreement; or

(d) We may approve a unit or
communitization agreement that pro-
vides for payment of a royalty on pro-
duction attributable to unleased min-
eral resources as provided in §3181.5.

[66 FR 1893, Jan. 10, 2001]

§3162.2-3 When am I responsible for
protecting my Federal or Indian
lease from drainage?

You must protect your Federal or In-
dian lease from drainage if your lease
is being drained of mineral resources
by a well:

(a) Producing for the benefit of an-
other mineral owner;

(b) Producing for the benefit of the
same mineral owner but with a lower
royalty rate; or

(c) Located in a unit or
communitization agreement, which
due to its Federal or Indian mineral
owner’s allocation or participation fac-
tor, generates less revenue for the
United States or the Indian mineral
owner for the mineral resources pro-
duced from your lease.

[66 FR 1893, Jan. 10, 2001]

§3162.2-4 What protective action may
BLM require the lessee to take to
protect the leases from drainage?

We may require you to:

(a) Drill or modify and produce all
wells that are necessary to protect the
leased mineral resources from drain-
age;

(b) Enter into a wunitization or
communitization agreement with the
lease containing the draining well; or

(c) Pay compensatory royalties for
drainage that has occurred or is occur-
ring.

[66 FR 1893, Jan. 10, 2001]

§3162.2-7

§3162.2-5 Must I take protective ac-
tion when a protective well would
be uneconomic?

You are not required to take any of
the actions listed in §3162.2—-4 if you can
prove to BLM that when you first knew
or had constructive notice of drainage
you could not produce a sufficient
quantity of oil or gas from a protective
well on your lease for a reasonable
profit above the cost of drilling, com-
pleting, and operating the protective
well.

[66 FR 1893, Jan. 10, 2001]

§3162.2-6 When will I have construc-
tive notice that drainage may be oc-
curring?

(a) You have constructive notice that
drainage may be occurring when well
completion or first production reports
for the draining well are filed with ei-
ther BLM, State oil and gas commis-
sions, or regulatory agencies and are
publicly available.

(b) If you operate or own any interest
in the draining well or lease, you have
constructive notice that drainage may
be occurring when you complete drill
stem, production, pressure analysis, or
flow tests of the well.

[66 FR 1893, Jan. 10, 2001]

§3162.2-7 Who is liable for drainage if
more than one person holds undi-
vided interests in the record title or
operating rights for the same lease?

(a) If more than one person holds
record title interests in a portion of a
lease that is subject to drainage, each
person is jointly and severally liable
for taking any action we may require
under this part to protect the lease
from drainage, including paying com-
pensatory royalty accruing during the
period and for the area in which it
holds its record title interest.

(b) Operating rights owners are joint-
ly and severally liable with each other
and with all record title holders for
drainage affecting the area and hori-
zons in which they hold operating
rights during the period they hold op-
erating rights.

[66 FR 1893, Jan. 10, 2001]
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§3162.2-8 Does my responsibility for
drainage protection end when I as-
sign or transfer my lease interest?

If you assign your record title inter-
est in a lease or transfer your oper-
ating rights, you are not liable for
drainage that occurs after the date we
approve the assignment or transfer.
However, you remain responsible for
the payment of compensatory royalties
for any drainage that occurred when
you held the lease interest.

[66 FR 1893, Jan. 10, 2001]

§3162.2-9 What is my duty to inquire
about the potential for drainage
and inform BLM of my findings?

(a) When you first acquire a lease in-
terest, and at all times while you hold
the lease interest, you must monitor
the drilling of wells in the same or ad-
jacent spacing units and gather suffi-
cient information to determine wheth-
er drainage is occurring. This informa-
tion can be in various forms, including
but not limited to, well completion re-
ports, sundry notices, or available pro-
duction information. As a prudent les-
see, it is your responsibility to analyze
and evaluate this information and
make the necessary calculations to de-
termine:

(1) The amount of drainage from pro-
duction of the draining well;

(2) The amount of mineral resources
which will be drained from your Fed-
eral or Indian lease during the life of
the draining well; and

(3) Whether a protective well would
be economic to drill.

(b) You must notify BLM within 60
days from the date of actual or con-
structive notice of:

(1) Which of the actions in §3162.2-4
you will take; or

(2) The reasons a protective well
would be uneconomic.

(c) If you do not have sufficient infor-
mation to comply with §3162.2-9(b)(1),
indicate when you will provide the in-
formation.

(d) You must provide BLM with the
analysis under paragraph (a) of this
section within 60 days after we request
it.

[66 FR 1893, Jan. 10, 2001]
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§3162.2-10 Will BLM notify me when it
determines that drainage is occur-
ring?

We will send you a demand letter by
certified mail, return receipt re-
quested, or personally serve you with
notice, if we believe that drainage is
occurring. However, your responsi-
bility to take protective action arises
when you first knew or had construc-
tive notice of the drainage, even when
that date precedes the BLM demand
letter.

[66 FR 1894, Jan. 10, 2001]

§3162.2-11 How soon after I know of
the likelihood of drainage must I
take protective action?

(a) You must take protective action
within a reasonable time after the ear-
lier of:

(1) The date you knew or had con-
structive notice that the potentially
draining well had begun to produce oil
or gas; or

(2) The date we issued a demand let-
ter for protective action.

(b) Since the time required to drill
and produce a protective well varies
according to the location and condi-
tions of the oil and gas reservoir, BLM
will determine this on a case-by-case
basis. When we determine whether you
took protective action within a reason-
able time, we will consider several fac-
tors including, but not limited to:

(1) Time required to evaluate the
characteristics and performance of the
draining well;

(2) Rig availability;

(3) Well depth;

(4) Required environmental analysis;

(5) Special lease stipulations which
provide limited time frames in which
to drill; and

(6) Weather conditions.

(c) If BLM determines that you did
not take protection action timely, you
will owe compensatory royalty for the
period of the delay under §3162.2-12.

[66 FR 1894, Jan. 10, 2001]

§3162.2-12 If I hold an interest in a
lease, for what period will the De-
partment assess compensatory roy-
alty against me?

The Department will assess compen-
satory royalty beginning on the first
day of the month following the earliest
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reasonable time we determine you
should have taken protective action.
You must continue to pay compen-
satory royalty until:

(a) You drill sufficient economic pro-
tective wells and remain in continuous
production;

(b) We approve a unitization or
communitization agreement that in-
cludes the mineral resources being
drained;

(c) The draining well stops producing;
or

(d) You relinquish your interest in
the Federal or Indian lease.

[66 FR 1894, Jan. 10, 2001]

§3162.2-13 If I acquire an interest in a
lease that is being drained, will the
Department assess me for compen-
satory royalty?

If you acquire an interest in a Fed-
eral or Indian lease through an assign-
ment of record title or transfer of oper-
ating rights under this part, you are
liable for all drainage obligations ac-
cruing on and after the date we ap-
prove the assignment or transfer.

[66 FR 1894, Jan. 10, 2001]

§3162.2-14 May I appeal BLM’s deci-
sion to require drainage protective
measures?

You may appeal any BLM decision
requiring you take drainage protective
measures. You may request BLM State
Director review under 43 CFR 3165.3
and/or appeal to the Interior Board of
Land Appeals under 43 CFR part 4 and
subpart 1840.

[66 FR 1894, Jan. 10, 2001]

§3162.2-15 Who has the burden of
proof if I appeal BLM’s drainage de-
termination?

BLM has the burden of establishing a
prima facie case that drainage is occur-
ring and that you knew of such drain-
age. Then the burden of proof shifts to
you to refute the existence of drainage
or to prove there was not sufficient in-
formation to put you on notice of the
need for drainage protection. You also
have the burden of proving that drill-
ing and producing from a protective
well would not be economically fea-
sible.

[66 FR 1894, Jan. 10, 2001]

§3162.3-1

§3162.3 Conduct of operations.

(a) Whenever a change in operator oc-
curs, the authorized officer shall be no-
tified promptly in writing, and the new
operator shall furnish evidence of suffi-
cient bond coverage in accordance with
§3106.6 and subpart 3104 of this title.

(b) A contractor on a leasehold shall
be considered the agent of the operator
for such operations with full responsi-
bility for acting on behalf of the oper-
ator for purposes of complying with ap-
plicable laws, regulations, the lease
terms, NTL’s, Onshore Oil and Gas Or-
ders, and other orders and instructions
of the authorized officer.

[63 FR 17363, May 16, 1988; 53 FR 31959, Aug.
22, 1988]

§3162.3-1 Drilling
plans.

(a) Each well shall be drilled in con-
formity with an acceptable well-spac-
ing program at a surveyed well loca-
tion approved or prescribed by the au-
thorized officer after appropriate envi-
ronmental and technical reviews (see
§3162.56-1 of this title). An acceptable
well-spacing program may be either (1)
one which conforms with a spacing
order or field rule issued by a State
Commission or Board and accepted by
the authorized officer, or (2) one which
is located on a lease committed to a
communitized or unitized tract at a lo-
cation approved by the authorized offi-
cer, or (3) any other program estab-
lished by the authorized officer.

(b) Any well drilled on restricted In-
dian land shall be subject to the loca-
tion restrictions specified in the lease
and/or Title 25 of the CFR.

(c) The operator shall submit to the
authorized officer for approval an Ap-
plication for Permit to Drill for each
well. No drilling operations, nor sur-
face disturbance preliminary thereto,
may be commenced prior to the au-
thorized officer’s approval of the per-
mit.

(d) The Application for Permit to
Drill process shall be initiated at least
30 days before commencement of oper-
ations is desired. Prior to approval, the
application shall be administratively
and technically complete. A complete
application consists of Form 3160-3 and
the following attachments:

applications and
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(1) A drilling plan, which may al-
ready be on file, containing informa-
tion required by paragraph (e) of this
section and appropriate orders and no-
tices.

(2) A surface use plan of operations
containing information required by
paragraph (f) of this section and appro-
priate orders and notices.

(3) Evidence of bond coverage as re-
quired by the Department of the Inte-
rior regulations, and

(4) Such other information as may be
required by applicable orders and no-
tices.

(e) Each drilling plan shall contain
the information specified in applicable
notices or orders, including a descrip-
tion of the drilling program, the sur-
face and projected completion zone lo-
cation, pertinent geologic data, ex-
pected hazards, and proposed mitiga-
tion measures to address such hazards.
A drilling plan may be submitted for a
single well or for several wells pro-
posed to be drilled to the same zone
within a field or area of geological and
environmental similarity. A drilling
plan may be modified from time to
time as circumstances may warrant,
with the approval of the authorized of-
ficer.

(f) The surface use plan of operations
shall contain information specified in
applicable orders or notices, including
the road and drillpad location, details
of pad construction, methods for con-
tainment and disposal of waste mate-
rial, plans for reclamation of the sur-
face, and other pertinent data as the
authorized officer may require. A sur-
face use plan of operations may be sub-
mitted for a single well or for several
wells proposed to be drilled in an area
of environmental similarity.

(g) For Federal lands, upon receipt of
the Application for Permit to Drill or
Notice of Staking, the authorized offi-
cer shall post the following informa-
tion for public inspection at least 30
days before action to approve the Ap-
plication for Permit to Drill: the com-
pany/operator name; the well name/
number; the well location described to
the nearest quarter-quarter section (40
acres), or similar land description in
the case of lands described by metes
and bounds, or maps showing the af-
fected lands and the location of all
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tracts to be leased and of all leases al-
ready issued in the general area; and
any substantial modifications to the
lease terms. Where the inclusion of
maps in such posting is not prac-
ticable, maps of the affected lands
shall be made available to the public
for review. This information also shall
be provided promptly by the authorized
officer to the appropriate office of the
Federal surface management agency,
for lands the surface of which is not
under Bureau jurisdiction, requesting
such agency to post the proposed ac-
tion for public inspection for at least 30
days. The posting shall be in the office
of the authorized officer and in the ap-
propriate surface managing agency if
other than the Bureau. The posting of
an Application for Permit to Drill is
for information purposes only and is
not an appealable decision.

(h) Upon initiation of the Application
for Permit to Drill process, the author-
ized officer shall consult with the ap-
propriate Federal surface management
agency and with other interested par-
ties as appropriate and shall take one
of the following actions as soon as
practical, but in no event later than 5
working days after the conclusion of
the 30-day notice period for Federal
lands, or within 30 days from receipt of
the application for Indian lands:

(1) Approve the application as sub-
mitted or with appropriate modifica-
tions or conditions;

(2) Return the application and advise
the applicant of the reasons for dis-
approval; or

(3) Advise the applicant, either in
writing or orally with subsequent writ-
ten confirmation, of the reasons why
final action will be delayed along with
the date such final action can be ex-
pected.

The surface use plan of operations for
National Forest System lands shall be
approved by the Secretary of Agri-
culture or his/her representative prior
to approval of the Application for Per-
mit to Drill by the authorized officer.
Appeals from the denial of approval of
such surface use plan of operations
shall be submitted to the Secretary of
Agriculture.

(i) Approval of the Application for
Permit to Drill does not warrant or
certify that the applicant holds legal
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or equitable title to the subject lease(s)
which would entitle the applicant to
conduct drilling operations.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983,
further amended at 52 FR 5391, Feb. 20, 1987;
53 FR 17363, May 16, 1988; 53 FR 22846, June
17, 1988; 53 FR 31958, Aug. 22, 1988]

§3162.3-2 Subsequent well operations.

(a) A proposal for further well oper-
ations shall be submitted by the oper-
ator on Form 3160-5 for approval by the
authorized officer prior to commencing
operations to redrill, deepen, perform
casing repairs, plug-back, alter casing,
perform nonroutine fracturing jobs, re-
complete in a different interval, per-
form water shut off, commingling pro-
duction between intervals and/or con-
version to injection. If there is addi-
tional surface distubance, the proposal
shall include a surface use plan of oper-
ations. A subsequent report on these
operations also will be filed on Form
3160-5. The authorized officer may pre-
scribe that each proposal contain all or
a portion of the information set forth
in §3162.3-1 of this title.

(b) Unless additional surface disturb-
ance is involved and if the operations
conform to the standard of prudent op-
erating practice, prior approval is not
required for routine fracturing or
acidizing jobs, or recompletion in the
same interval; however, a subsequent
report on these operations must be
filed on Form 3160-5.

(c) No prior approval or a subsequent
report is required for well cleanout
work, routine well maintenance, or
bottom hole pressure surveys.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983,
further amended at 52 FR 5391, Feb. 20, 1987;
53 FR 17363, May 16, 1988; 53 FR 22847, June
17, 1988]

§3162.3-3 Other lease operations.

Prior to commencing any operation
on the leasehold which will result in
additional surface disturbance, other
than those authorized under §3162.3-1
or §3162.3-2 of this title, the operator
shall submit a proposal on Form 3160-5
to the authorized officer for approval.

§3162.3-4

The proposal shall include a surface
use plan of operations.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983,
and amended at 52 FR 5391, Feb. 20, 1987; 53
FR 17363, May 16, 1988; 53 FR 22847, June 17,
1988]

§3162.3-4 Well abandonment.

(a) The operator shall promptly plug
and abandon, in accordance with a plan
first approved in writing or prescribed
by the authorized officer, each newly
completed or recompleted well in
which oil or gas is not encountered in
paying quantities or which, after being
completed as a producing well, is dem-
onstrated to the satisfaction of the au-
thorized officer to be no longer capable
of producing oil or gas in paying quan-
tities, unless the authorized officer
shall approve the use of the well as a
service well for injection to recover ad-
ditional oil or gas or for subsurface dis-
posal of produced water. In the case of
a newly drilled or recompleted well,
the approval to abandon may be writ-
ten or oral with written confirmation.

(b) Completion of a well as plugged
and abandoned may also include condi-
tioning the well as water supply source
for lease operations or for use by the
surface owner or appropriate Govern-
ment Agency, when authorized by the
authorized officer. All costs over and
above the normal plugging and aban-
donment expense will be paid by the
party accepting the water well.

(c) No well may be temporarily aban-
doned for more than 30 days without
the prior approval of the authorized of-
ficer. The authorized officer may au-
thorize a delay in the permanent aban-
donment of a well for a period of 12
months. When justified by the oper-
ator, the authorized officer may au-
thorize additional delays, no one of
which may exceed an additional 12
months. Upon the removal of drilling
or producing equipment from the site
of a well which is to be permanently
abandoned, the surface of the lands dis-
turbed in connection with the conduct
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of operations shall be reclaimed in ac-
cordance with a plan first approved or
prescribed by the authorized officer.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983,
further amended at 53 FR 17363, May 16, 1988;
53 FR 22847, June 17, 1988]

§3162.4 Records and reports.

§3162.4-1 Well records and reports.

(a) The operator shall keep accurate
and complete records with respect to
all lease operations including, but not
limited to, production facilities and
equipment, drilling, producing, re-
drilling, deepening, repairing, plugging
back, and abandonment operations,
and other matters pertaining to oper-
ations. With respect to production fa-
cilities and equipment, the record shall
include schematic diagrams as required
by applicable orders and notices.

(b) Standard forms for providing
basic data are listed in NOTE 1 at the
beginning of this title. As noted on
Form 3160-4, two copies of all electric
and other logs run on the well must be
submitted to the authorized officer.
Upon request, the operator shall trans-
mit to the authorized officer copies of
such other records maintained in com-
pliance with paragraph (a) of this sec-
tion.

(c) Not later than the 5th business
day after any well begins production on
which royalty is due anywhere on a
lease site or allocated to a lease site, or
resumes production in the case of a
well which has been off production for
more than 90 days, the operator shall
notify the authorized officer by letter
or sundry notice, Form 3160-5, or orally
to be followed by a letter or sundry no-
tice, of the date on which such produc-
tion has begun or resumed.

(d) All records and reports required
by this section shall be maintained for
6 years from the date they were gen-
erated. In addition, if the Secretary, or
his/her designee notifies the
recordholder that the Department of
the Interior has initiated or is partici-
pating in an audit or investigation in-
volving such records, the records shall
be maintained until the Secretary, or
his/her designee, releases the
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recordholder from the obligation to
maintain such records.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983; 49
FR 37364, Sept. 21, 1984; 52 FR 5391, Feb. 20,
1987; 53 FR 17363, May 16, 1988]

§3162.4-2 Samples, tests, and surveys.

(a) During the drilling and comple-
tion of a well, the operator shall, when
required by the authorized officer, con-
duct tests, run logs, and make other
surveys reasonably necessary to deter-
mine the presence, quantity, and qual-
ity of oil, gas, other minerals, or the
presence or quality of water; to deter-
mine the amount and/or direction of
deviation of any well from the
verticial; and to determine the rel-
evant characteristics of the oil and gas
reservoirs penetrated.

(b) After the well has been com-
pleted, the operator shall conduct peri-
odic well tests which will demonstrate
the quantity and quality of oil and gas
and water. The method and frequency
of such well tests will be specified in
appropriate notices and orders. When
needed, the operator shall conduct rea-
sonable tests which will demonstrate
the mechanical integrity of the
downhole equipment.

(c) Results of samples, tests, and sur-
veys approved or prescribed under this
section shall be provided to the author-
ized officer without cost to the lessor.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983,
further amended at 53 FR 17363, May 16, 1988]

§3162.4-3 Monthly report of oper-
ations (Form 3160-6).

The operator shall report production
data to BLM in accordance with the re-
quirements of this section until re-
quired to begin reporting to MMS pur-
suant to 30 CFR 216.50. When reporting
production data to BLM in accordance
with the requirements of this section,
the operator shall either use Form
BLM 3160-6 or Form MMS-3160. A sepa-
rate report of operations for each lease
shall be made on Form 3160-6 for each
calendar month, beginning with the
month in which drilling operations are
initiated, and shall be filed with the
authorized officer on or before the 10th
day of the second month following the
operation month, unless an extension
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of time for the filing of such report is
granted by the authorized officer. The
report on this form shall disclose accu-
rately all operations conducted on each
well during each month, the status of
operations on the last day of the
month, and a general summary of the
status of operations on the leased
lands, and the report shall be sub-
mitted each month until the lease is
terminated or until omission of the re-
port is authorized by the authorized of-
ficer. It is particularly necessary that
the report shall show for each calendar
month:

(a) The lease be identified by insert-
ing the name of the United States land
office and the serial number, or in the
case of Indian land, the lease number
and lessor’s name, in the space pro-
vided in the upper right corner;

(b) Each well be listed separately by
number, its location be given by 40-
acre subdivision (¥4 %1 sec. or lot), sec-
tion number, township, range, and me-
ridian;

(c) The number of days each well pro-
duced, whether oil or gas, and the num-
ber of days each input well was in oper-
ation be stated;

(d) The quantity of oil, gas and water
produced, the total amount of gasoline,
and other lease products recovered, and
other required information. When oil
and gas, or oil, gas and gasoline, or
other hydrocarbons are concurrently
produced from the same lease, separate
reports on this form should be sub-
mitted for oil and for gas and gasoline,
unless otherwise authorized or directed
by the authorized officer.

(e) The depth of each active or sus-
pended well, and the name, character,
and depth of each formation drilled
during the month, the date each such
depth was reached, the date and reason
for every shut-down, the names and
depths of important formation changes
and contents of formations, the
amount and size of any casing run
since last report, the dates and results
of any tests such as production, water
shut-off, or gasoline content, and any
other noteworthy information on oper-
ations not specifically provided for in
the form.

(f) The footnote shall be completely
filled out as required by the authorized
officer. If no runs or sales were made

§3162.5-1

during the calendar month, the report
shall so state.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983; 52
FR 5391, Feb. 20, 1987; 53 FR 16413, May 9,
1988]

§3162.5 Environment and safety.

§3162.5-1 Environmental obligations.

(a) The operator shall conduct oper-
ations in a manner which protects the
mineral resources, other natural re-
sources, and environmental quality. In
that respect, the operator shall comply
with the pertinent orders of the au-
thorized officer and other standards
and procedures as set forth in the ap-
plicable laws, regulations, lease terms
and conditions, and the approved drill-
ing plan or subsequent operations plan.
Before approving any Application for
Permit to Drill submitted pursuant to
§3162.3-1 of this title, or other plan re-
quiring environmental review, the au-
thorized officer shall prepare an envi-
ronmental record of review or an envi-
ronmental assessment, as appropriate.
These environmental documents will
be used in determining whether or not
an environmental impact statement is
required and in determining any appro-
priate terms and conditions of approval
of the submitted plan.

(b) The operator shall exercise due
care and diligence to assure that lease-
hold operations do not result in undue
damage to surface or subsurface re-
sources or surface improvements. All
produced water must be disposed of by
injection into the subsurface, by ap-
proved pits, or by other methods which
have been approved by the authorized
officer. Upon the conclusion of oper-
ations, the operator shall reclaim the
disturbed surface in a manner approved
or reasonably prescribed by the author-
ized officer.

(c) All spills or leakages of oil, gas,
produced water, toxic liquids, or waste
materials, blowouts, fires, personal in-
juries, and fatalities shall be reported
by the operator in accordance with
these regulations and as prescribed in
applicable order or notices. The oper-
ator shall exercise due diligence in tak-
ing necessary measures, subject to ap-
proval by the authorized officer, to
control and remove pollutants and to
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extinguish fires. An operator’s compli-
ance with the requirements of the reg-
ulations in this part shall not relieve
the operator of the obligation to com-
ply with other applicable laws and reg-
ulations.

(d) When reasonably required by the
authorized officer, a contingency plan
shall be submitted describing proce-
dures to be implemented to protect
life, property, and the environment.

(e) The operator’s liability for dam-
ages to third parties shall be governed
by applicable law.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983,
further amended at 53 FR 17363, May 16, 1988;
53 FR 22847, June 17, 1988]

§3162.5-2 Control of wells.

(a) Drilling wells. The operator shall
take all necessary precautions to keep
each well under control at all times,
and shall utilize and maintain mate-
rials and equipment necessary to in-
sure the safety of operating conditions
and procedures.

(b) Vertical drilling. The operator
shall conduct drilling operations in a
manner so that the completed well
does not deviate significantly from the
vertical without the prior written ap-
proval of the authorized officer. Sig-
nificant deviation means a projected
deviation of the well bore from the
vertical of 10° or more, or a projected
bottom hole location which could be
less than 200 feet from the spacing unit
or lease boundary. Any well which de-
viates more than 10° from the vertical
or could result in a bottom hole loca-
tion less than 200 feet from the spacing
unit or lease boundary without prior
written approval must be promptly re-
ported to the authorized officer. In
these cases, a directional survey is re-
quired.

(c) High pressure or loss of circulation.
The operator shall take immediate
steps and utilize necessary resources to
maintain or restore control of any well
in which the pressure equilibrium has
become unbalanced.

(d) Protection of fresh water and other
minerals. The operator shall isolate
freshwater-bearing and other usable
water containing 5,000 ppm or less of
dissolved solids and other mineral-
bearing formations and protect them
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from contamination. Tests and surveys
of the effectiveness of such measures
shall be conducted by the operator
using procedures and practices ap-
proved or prescribed by the authorized
officer.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983,
further amended at 53 FR 17363, May 16, 1988]

§3162.5-3 Safety precautions.

The operator shall perform oper-
ations and maintain equipment in a
safe and workmanlike manner. The op-
erator shall take all precautions nec-
essary to provide adequate protection
for the health and safety of life and the
protection of property. Compliance
with health and safety requirements
prescribed by the authorized officer
shall not relieve the operator of the re-
sponsibility for compliance with other
pertinent health and safety require-
ments under applicable laws or regula-
tions.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983,
further amended at 53 FR 17363, May 16, 1988]

§3162.6 Well and facility
tion.

(a) Every well within a Federal or In-
dian lease or supervised agreement
shall have a well indentification sign.
All signs shall be maintained in a leg-
ible condition.

(b) For wells located on Federal and
Indian lands, the operator shall prop-
erly identify, by a sign in a con-
spicuous place, each well, other than
those permanently abandoned. The
well sign shall include the well num-
ber, the name of the operator, the lease
serial number, the surveyed location
(the quarter-quarter section, section,
township and range or other authorized
survey designation acceptable to the
authorized officer; such as metes and
bounds). When approved by the author-
ized officer, individual well signs may
display only a unique well name and
number. When specifically requested
by the authorized officer, the sign shall
include the unit or communitization
name or number. The authorized offi-
cer may also require the sign to in-
clude the name of the Indian allottee
lessor(s) preceding the lease serial
number. In all cases, individual well

identifica-
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signs in place on the effective date of
this rulemaking which do not have the
unit or communitization agreement
number or do not have quarter-quarter
identification will satisfy these re-
quirements until such time as the sign
is replaced. All new signs shall have
identification as above, including quar-
ter-quarter section.

(c) All facilities at which Federal or
Indian oil is stored shall be clearly
identified with a sign that contains the
name of the operator, the lease serial
number or communitization or unit
agreement identification number, as
appropriate, and in public land states,
the quarter-quarter section, township,
and range. On Indian leases, the sign
also shall include the name of the ap-
propriate Tribe and whether the lease
is tribal or allotted. For situations of 1
tank battery servicing 1 well in the
same location, the requirements of this
paragraph and paragraph (b) of this
section may be met by 1 sign as long as
it includes the information required by
both paragraphs. In addition, each
storage tank shall be clearly identified
by a unique number. All identification
shall be maintained in legible condi-
tion and shall be clearly apparent to
any person at or approaching the sales
or transportation point. With regard to
the quarter-quarter designation and
the unique tank number, any such des-
ignation established by state law or
regulation shall satisfy this require-
ment.

(d) All abandoned wells shall be
marked with a permanent monument
containing the information in para-
graph (b) of this section. The require-
ment for a permanent monument may
be waived in writing by the authorized
officer.

[62 FR 5391, Feb. 20, 1987, as amended at 53
FR 17363, May 16, 1988]

§3162.7 Measurement, disposition, and
protection of production.

§3162.7-1 Disposition of production.

(a) The operator shall put into mar-
ketable condition, if economically fea-
sible, all oil, other hydrocarbons, gas,
and sulphur produced from the leased
land.

(b) Where oil accumulates in a pit,
such oil must either be (1) recirculated

§3162.7-1

through the regular treating system
and returned to the stock tanks for
sale, or (2) pumped into a stock tank
without treatment and measured for
sale in the same manner as from any
sales tank in accordance with applica-
ble orders and notices. In the absence
of prior approval from the authorized
officer, no oil should go to a pit except
in an emergency. Each such occurrence
must be reported to the authorized offi-
cer and the oil promptly recovered in
accordance with applicable orders and
notices.

(c)(1) Any person engaged in trans-
porting by motor vehicle any oil from
any lease site, or allocated to any such
lease site, shall carry on his/her person,
in his/her vehicle, or in his/her imme-
diate control, documentation showing
at a minimum; the amount, origin, and
intended first purchaser of the oil.

(2) Any person engaged in trans-
porting any oil or gas by pipeline from
any lease site, or allocated to any lease
site, shall maintain documentation
showing, at a minimum, the amount,
origin, and intended first purchaser of
such oil or gas.

(3) On any lease site, any authorized
representative who is properly identi-
fied may stop and inspect any motor
vehicle that he/she has probable cause
to believe is carrying oil from any such
lease site, or allocated to such lease
site, to determine whether the driver
possesses proper documentation for the
load of oil.

(4) Any authorized representative
who is properly identified and who is
accompanied by an appropriate law en-
forcement officer, or an appropriate
law enforcement officer alone, may
stop and inspect any motor vehicle
which is not on a lease site if he/she
has probable cause to believe the vehi-
cle is carrying oil from a lease site, or
allocated to a lease site, to determine
whether the driver possesses proper
documentation for the load of oil.

(d) The operator shall conduct oper-
ations in such a manner as to prevent
avoidable loss of oil and gas. A oper-
ator shall be liable for royalty pay-
ments on oil or gas lost or wasted from
a lease site, or allocated to a lease site,
when such loss or waste is due to neg-
ligence on the part of the operator of
such lease, or due to the failure of the
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operator to comply with any regula-
tion, order or citation issued pursuant
to this part.

(e) When requested by the authorized
officer, the operator shall furnish stor-
age for royalty oil, on the leasehold or
at a mutually agreed upon delivery
point off the leased land without cost
to the lessor, for 30 days following the
end of the calendar month in which the
royalty accrued.

(f) Any records generated under this
section shall be maintained for 6 years
from the date they were generated or,
if notified by the Secretary, or his des-
ignee, that such records are involved in
an audit or investigation, the records
shall be maintained until the
recordholder is released by the Sec-
retary from the obligation to maintain
them.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983; 49
FR 37364, Sept. 21, 1984; 53 FR 17363, May 16,
1988]

§3162.7-2 Measurement of oil.

All oil production shall be measured
on the lease by tank gauging, positive
displacement metering system, or
other methods acceptable to the au-
thorized officer, pursuant to methods
and procedures prescribed in applicable
orders and notices. Where production
cannot be measured due to spillage or
leakage, the amount of production
shall be determined in accordance with
the methods and procedures approved
or prescribed by the authorized officer.
Off-lease storage or measurement, or
commingling with production from
other sources prior to measurement,
may be approved by the authorized of-
ficer.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983; 49
FR 37364, Sept. 21, 1984; 52 FR 5392, Feb. 20,
19817]

§3162.7-3 Measurement of gas.

All gas production shall be measured
by orifice meters or other methods ac-
ceptable to the authorized officer on
the lease pursuant to methods and pro-
cedures prescribed in applicable orders
and notices. The measurement of the
volume of all gas produced shall be ad-
justed by computation to the standard
pressure and temperature of 14.73 psia
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and 60 °F unless otherwise prescribed
by the authorized officer, regardless of
the pressure and temperature at which
the gas is actually measured. Gas lost
without measurement by meter shall
be estimated in accordance with meth-
ods prescribed in applicable orders and
notices. Off-lease measurement or com-
mingling with production from other
sources prior to measurement may be
approved by the authorized officer.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983; 49
FR 37364, Sept. 21, 1984; 52 FR 5392, Feb. 20,
1987]

§3162.7-4 Royalty rates on oil; sliding
and step-scale leases (public land
only).

Sliding- and step-scale royalties are
based on the average daily production
per well. The authorized officer shall
specify which wells on a leasehold are
commercially productive, including in
that category all wells, whether pro-
duced or not, for which the annual
value of permissible production would
be greater than the estimated reason-
able annual lifting cost, but only wells
that yield a commercial volume of pro-
duction during at least part of the
month shall be considered in
ascertaining the average daily produc-
tion per well. The average daily pro-
duction per well for a lease is computed
on the basis of a 28-, 29-, 30-, or 31-day
month (as the case may be), the num-
ber of wells on the leasehold counted as
producing, and the gross production
from the leasehold. The authorized of-
ficer will determine which commer-
cially productive wells shall be consid-
ered each month as producing wells for
the purpose of computing royalty in
accordance with the following rules,
and in the authorized officer’s discre-
tion may count as producing any com-
mercially productive well shut in for
conservation purposes.

(a) For a previously producing lease-
hold, count as producing for every day
of the month each previously pro-
ducing well that produced 15 days or
more during the month, and disregard
wells that produced less than 15 days
during the month.

(b) Wells approved by the authorized
officer as input wells shall be counted
as producing wells for the entire month
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if so used 15 days or more during the
month and shall be disregarded if so
used less than 15 days during the
month.

(c) When the initial production of a
leasehold is made during the calendar
month, compute royalty on the basis of
producing well days.

(d) When a new well is completed for
production on a previously producing
leasehold and produces for 10 days or
more during the calendar month in
which it is brought in, count such new
wells as producing every day of the
month in arriving at the number of
producing well days. Do not count any
new well that produces for less than 10
days during the calendar month.

(e) Consider ‘‘head wells’’ that make
their best production by intermittent
pumping or flowing as producing every
day of the month, provided they are
regularly operated in this manner with
approval of the authorized officer.

(f) For previously producing lease-
holds on which no wells produced for 15
days or more, compute royalty on the
basis of actual producing well days.

(g) For previously producing lease-
holds on which no wells were produc-
tive during the calendar month but
from which oil was shipped, compute
royalty at the same royalty percentage
as that of the last preceding calendar
month in which production and ship-
ments were normal.

(h) Rules for special cases not subject
to definition, such as those arising
from averaging the production from
two distinct sands or horizons when the
production of one sand or horizon is
relatively insignificant compared to
that of the other, shall be made by the
authorized officer as need arises.

(i)(1) In the following summary of op-
erations on a typical leasehold for the
month of June, the wells considered for
the purpose of computing royalty on
the entire production of the property
for the months are indicated.

Count
Well No. and record (me;(rked
1. Produced full time for 30 days ........c.cccoeevueinnns X
2. Produced for 26 days; down 4 days for repairs .. X
3. Produced for 28 days; down June 5, 12 hours, X
rods; June 14, 6 hours, engine down; June 26,
24 hours, pulling rods and tubing.
4. Produced for 12 days; down June 13 to 30.
5. Produced for 8 hours every day (head well) ....... X

§3162.7-5

Count

Well No. and record (marked
X

6. Idle producer (not operated).

7. New well, completed June 17; produced for 14 X
days.

8. New well, completed June 22; produced for 9
days.

(2) In this example, there are eight
wells on the leasehold, but wells No. 4,
6, and 8 are not counted in computing
royalties. Wells No. 1, 2, 3, 5, and 7 are
counted as producing for 30 days. The
average production per well per day is
determined by dividing the total pro-
duction of the leasehold for the month
(including the oil produced by wells 4
and 8) by 5 (the number of wells count-
ed as producing), and dividing the
quotient thus obtained by the number
of days in the month.

[63 FR 1226, Jan. 15, 1988, as amended at 53
FR 17364, May 16, 1988]

§3162.7-5 Site security on Federal and
Indian (except Osage) oil and gas
leases.

(a) Definitions. Appropriate valves.
Those valves in a particular piping sys-
tem, i.e., fill lines, equalizer or over-
flow lines, sales lines, circulating lines,
and drain lines that shall be sealed dur-
ing a given operation.

Effectively sealed. The placement of a
seal in such a manner that the position
of the sealed valve may not be altered
without the seal being destroyed.

Production phase. That period of time
or mode of operation during which
crude oil is delivered directly to or
through production vessels to the stor-
age facilities and includes all oper-
ations at the facility other than those
defined by the sales phase.

Sales phase. That period of time or
mode of operation during which crude
oil is removed from the storage facili-
ties for sales, transportation or other
purposes.

Seal. A device, uniquely numbered,
which completely secures a valve.

(b) Minimum Standards. Each operator
of a Federal or Indian lease shall com-
ply with the following minimum stand-
ards to assist in providing account-
ability of oil or gas production:

(1) All lines entering or leaving oil
storage tanks shall have valves capable
of being effectively sealed during the
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production and sales operations unless
otherwise modified by other subpara-
graphs of this paragraph, and any
equipment needed for effective sealing,
excluding the seals, shall be located at
the site. For a minimum of 6 years the
operator shall maintain a record of seal
numbers used and shall document on
which valves or connections they were
used as well as when they were in-
stalled and removed. The site facility
diagram(s) shall show which valves will
be sealed in which position during both
the production and sales phases of op-
eration.

(2) Each Lease Automatic Custody
Transfer (LACT) system shall employ
meters that have non-resettable total-
izers. There shall be no by-pass piping
around the LACT. All components of
the LACT that are used for volume or
quality determinations of the oil shall
be effectively sealed. For systems
where production may only be removed
through the LACT, no sales or equal-
izer valves need be sealed. However,
any valves which may allow access for
removal of o0il before measurement
through the LACT shall be effectively
sealed.

(3) There shall be no by-pass piping
around gas meters. Equipment which
permits changing the orifice plate
without bleeding the pressure off the
gas meter run is not considered a by-
pass.

(4) For oil measured and sold by hand
gauging, all appropriate valves shall be
sealed during the production or sales
phase, as applicable.

(6) Circulating lines having valves
which may allow access to remove 0il
from storage and sales facilities to any
other source except through the treat-
ing equipment back to storage shall be
effectively sealed as near the storage
tank as possible.

(6) The operator, with reasonable fre-
quency, shall inspect all leases to de-
termine production volumes and that
the minimum site security standards
are being met. The operator shall re-
tain records of such inspections and
measurements for 6 years from genera-
tion. Such records and measurements
shall be available to any authorized of-
ficer or authorized representative upon
request.
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(7) Any person removing oil from a
facility by motor vehicle shall possess
the identification documentation re-
quired by appicable NTL’s or onshore
Orders while the oil is removed and
transported.

(8) Theft or mishandling of oil from a
Federal or Indian lease shall be re-
ported to the authorized officer as soon
as discovered, but not later than the
next business day. Said report shall in-
clude an estimate of the volume of oil
involved. Operators also are expected
to report such thefts promptly to local
law enforcement agencies and internal
company security.

(9) Any operator may request the au-
thorized officer to approve a variance
from any of the minimum standards
prescribed by this section. The vari-
ance request shall be submitted in
writing to the authorized officer who
may consider such factors as regional
oil field facility characteristics and
fenced, guarded sites. The authorized
officer may approve a variance if the
proposed alternative will ensure meas-
ures equal to or in excess of the min-
imum standards provided in paragraph
(b) of this section will be put in place
to detect or prevent internal and exter-
nal theft, and will result in proper pro-
duction accountability.

(c) Site security plans. (1) Site security
plans, which include the operator’s
plan for complying with the minimum
standards enumerated in paragraph (b)
of this section for ensuring account-
ability of oil/condensate production are
required for all facilities and such fa-
cilities shall be maintained in compli-
ance with the plan. For new facilities,
notice shall be given that it is subject
to a specific existing plan, or a notice
of a new plan shall be submitted, no
later than 60 days after completion of
construction or first production or fol-
lowing the inclusion of a well on com-
mitted non-Federal lands into a feder-
ally supervised unit or
communitization agreement, which-
ever occurs first, and on that date the
facilities shall be in compliance with
the plan. At the operator’s option, a
single plan may include all of the oper-
ator’s leases, unit and communitized
areas, within a single BLM district,
provided the plan clearly identifies
each lease, unit, or communitized area
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included within the scope of the plan
and the extent to which the plan is ap-
plicable to each lease, unit, or
communitized area so identified.

(2) The operator shall retain the plan
but shall notify the authorized officer
of its completion and which leases,
unit and communitized areas are in-
volved. Such notification is due at the
time the plan is completed as required
by paragraph (c)(1) of this section,
Such notification shall include the lo-
cation and normal business hours of
the office where the plan will be main-
tained. Upon request, all plans shall be
made available to the authorized offi-
cer.

(3) The plan shall include the fre-
quency and method of the operator’s
inspection and production volume rec-
ordation. The authorized officer may,
upon examination, require adjustment
of the method or frequency of inspec-
tion.

(d) Site facility diagrams. (1) Facility
diagrams are required for all facilities
which are used in storing oil/conden-
sate produced from, or allocated to,
Federal or Indian lands. Facility dia-
grams shall be filed within 60 days
after new measurement facilities are
installed or existing facilities are
modified or following the inclusion of
the facility into a federally supervised
unit or communitization agreement.

(2) No format is prescribed for facil-
ity diagrams. They are to be prepared
on 8%"x11” paper, if possible, and be
legible and comprehensible to a person
with ordinary working knowledge of oil
field operations and equipment. The
diagram need not be drawn to scale.

(3) A site facility diagram shall accu-
rately reflect the actual conditions at
the site and shall, commencing with
the header if applicable, clearly iden-
tify the vessels, piping, metering sys-
tem, and pits, if any, which apply to
the handling and disposal of oil, gas
and water. The diagram shall indicate
which valves shall be sealed and in
what position during the production or
sales phase. The diagram shall clearly
identify the lease on which the facility
is located and the site security plan to
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which it is subject, along with the loca-
tion of the plan.

[47 FR 47765, Oct. 27, 1982. Redesignated at 48
FR 36583-36586, Aug. 12, 1983, and amended at
52 FR 5392, Feb. 20, 1987. Redesignated at 53
FR 1218, Jan. 15, 1988; 53 FR 24688, June 30,
1988]

Subpart 3163—Noncompliance,
Assessments, and Penalties

§3163.1 Remedies for acts of non-
compliance.

(a) Whenever an operating rights
owner or operator fails or refuses to
comply with the regulations in this
part, the terms of any lease or permit,
or the requirements of any notice or
order, the authorized officer shall no-
tify the operating rights owner or oper-
ator, as appropriate, in writing of the
violation or default. Such notice shall
also set forth a reasonable abatement
period:

(1) If the violation or default is not
corrected within the time allowed, the
authorized officer may subject the op-
erating rights owner or operator, as ap-
propriate, to an assessment of not
more than $500 per day for each day
nonabatement continues where the vio-
lation or default is deemed a major vio-
lation;

(2) Where noncompliance involves a
minor violation, the authorized officer
may subject the operating rights owner
or operator, as appropriate, to an as-
sessment of $250 for failure to abate the
violation or correct the default within
the time allowed;

(3) When necessary for compliance, or
where operations have been com-
menced without approval, or where
continued operations could result in
immediate, substantial, and adverse
impacts on public health and safety,
the environment, production account-
ability, or royalty income, the author-
ized officer may shut down operations.
Immediate shut-in action may be
taken where operations are initiated
and conducted without prior approval,
or where continued operations could
result in immediate, substantial, and
adverse impacts on public health and
safety, the environment, production
accountability, or royalty income.
Shut-in actions for other situations
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may be taken only after due notice, in
writing, has been given;

(4) When necessary for compliance,
the authorized officer may enter upon
a lease and perform, or have performed,
at the sole risk and expense of the op-
erator, operations that the operator
fails to perform when directed in writ-
ing by the authorized officer. Appro-
priate charges shall include the actual
cost of performance, plus an additional
256 percent of such amount to com-
pensate the United States for adminis-
trative costs. The operator shall be
provided with a reasonable period of
time either to take corrective action
or to show why the lease should not be
entered;

(5) Continued noncompliance may
subject the lease to cancellation and
forfeiture under the bond. The operator
shall be provided with a reasonable pe-
riod of time either to take corrective
action or to show why the lease should
not be recommended for cancellation;

(6) Where actual loss or damage has
occurred as a result of the operator’s
noncompliance, the actual amount of
such loss or damage shall be charged to
the operator.

(b) Certain instances of noncompli-
ance are violations of such a serious
nature as to warrant the imposition of
immediate assessments upon dis-
covery. Upon discovery the following
violations shall result in immediate as-
sessments, which may be retroactive,
in the following specified amounts per
violation:

(1) For failure to install blowout pre-
venter or other equivalent well control
equipment, as required by the approved
drilling plan, $500 per day for each day
that the violation existed, including
days the violation existed prior to dis-
covery, not to exceed $5,000;

(2) For drilling without approval or
for causing surface disturbance on Fed-
eral or Indian surface preliminary to
drilling without approval, $500 per day
for each day that the violation existed,
including days the violation existed
prior to discovery, not to exceed $5,000;

(3) For failure to obtain approval of a
plan for well abandonment prior to
commencement of such operations,
$500.

(c) Assessments under paragraph
(a)(1) of this section shall not exceed
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$1,000 per day, per operating rights
owner or operator, per lease. Assess-
ments under paragraph (a)(2) of this
section shall not exceed a total of $500
per operating rights owner or operator,
per lease, per inspection.

(d) Continued noncompliance shall
subject the operating rights owner or
operator, as appropriate, to penalties
described in §3163.2 of this title.

(e) On a case-by-case basis, the State
Director may compromise or reduce as-
sessments under this section. In com-
promising or reducing the amount of
the assessment, the State Director
shall state in the record the reasons for
such determination.

[62 FR 5393, Feb. 20, 1987; 52 FR 10225, Mar. 31,
1987, as amended at 53 FR 17364, May 16, 1988;
53 FR 22847, June 17, 1988]

§3163.2 Civil penalties.

(a) Whenever an operating rights
owner or operator, as appropriate, fails
or refuses to comply with any applica-
ble requirements of the Federal Oil and
Gas Royalty Management Act, any
mineral leasing law, any regulation
thereunder, or the terms of any lease
or permit issued thereunder, the au-
thorized officer shall notify the oper-
ating rights owner or operator, as ap-
propriate, in writing of the violation,
unless the violation was discovered and
reported to the authorized officer by
the liable person or the notice was pre-
viously issued under §3163.1 of this
title. If the violation is not corrected
within 20 days of such notice or report,
or such longer time as the authorized
officer may agree to in writing, the op-
erating rights owner or operator, as ap-
propriate, shall be liable for a civil
penalty of up to $500 per violation for
each day such violation continues, dat-
ing from the date of such notice or re-
port. Any amount imposed and paid as
assessments under the provisions of
§3163.1(a)(1) of this title shall be de-
ducted from penalties under this sec-
tion.

(b) If the violation specified in para-
graph (a) of this section is not cor-
rected within 40 days of such notice or
report, or a longer period as the au-
thorized officer may agree to in writ-
ing, the operating rights owner or oper-
ator, as appropriate, shall be liable for
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a civil penalty of up to $5,000 per viola-
tion for each day the violation con-
tinues, not to exceed a maximum of 60
days, dating from the date of such no-
tice or report. Any amount imposed
and paid as assessments under the pro-
visions of §3163.1(a)(1) of this title shall
be deducted from penalties under this
section.

(c) In the event the authorized officer
agrees to an abatement period of more
than 20 days, the date of notice shall be
deemed to be 20 days prior to the end of
such longer abatement period for the
purpose of civil penalty calculation.

(d) Whenever a transporter fails to
permit inspection for proper docu-
mentation by any authorized rep-
resentative, as provided in §3162.7-1(c)
of this title, the transporter shall be
liable for a civil penalty of up to $500
per day for the violation, not to exceed
a maximum of 20 days, dating from the
date of notice of the failure to permit
inspection and continuing until the
proper documentation is provided.

(e) Any person shall be liable for a
civil penalty of up to $10,000 per viola-
tion for each day such violation con-
tinues, not to exceed a maximum of 20
days if he/she:

(1) Fails or refuses to permit lawful
entry or inspection authorized by
§3162.1(b) of this title; or

(2) Knowingly or willfully fails to no-
tify the authorized officer by letter or
Sundry Notice, Form 3160-5 or orally to
be followed by a letter or Sundry No-
tice, not later than the 5th business
day after any well begins production on
which royalty is due, or resumes pro-
duction in the case of a well which has
been off of production for more than 90
days, from a well located on a lease
site, or allocated to a lease site, of the
date on which such production began
or resumed.

(f) Any person shall be liable for a
civil penalty of up to $25,000 per viola-
tion for each day such violation con-
tinues, not to exceed a maximum of 20
days if he/she:

(1) Knowingly or willfully prepares,
maintains or submits false, inaccurate
or misleading reports, notices, affida-
vits, records, data or other written in-
formation required by this part; or

(2) Knowingly or willfully takes or
removes, transports, uses or diverts
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any oil or gas from any Federal or In-
dian lease site without having wvalid
legal authority to do so; or

(3) Purchases, accepts, sells, trans-
ports or conveys to another any oil or
gas knowing or having reason to know
that such oil or gas was stolen or un-
lawfully removed or diverted from a
Federal or Indian lease site.

(g) Determinations of Penalty
Amounts for this section are as fol-
lows:

(1) For major violations, all initial
proposed penalties shall be at the max-
imum rate provided in paragraphs (a),
(b), and (d) through (f) of this section,
i.e., in paragraph (a) of this section,
the initial proposed penalty for a major
violation shall be at the rate of $500 per
day through the 40th day of a non-
compliance beginning after service of
notice, and in paragraph (b) of this sec-
tion, $5,000 per day for each day the
violation remains uncorrected after
the date of notice or report of the vio-
lation. Such penalties shall not exceed
a rate of $1,000 per day, per operating
rights owner or operator, per lease
under paragraph (a) of this section or
$10,000 per day, per operating rights
owner or operator, per lease under
paragraph (b) of this section. For para-
graphs (d) through (f) of this section,
the rate shall be $500, $10,000, and
$25,000, respectively.

(2) For minor violations, no penalty
under paragraph (a) of this section
shall be assessed unless:

(i) The operating rights owner or op-
erator, as appropriate, has been noti-
fied of the violation in writing and did
not correct the violation within the
time allowed; and

(ii) The operating rights owner or op-
erator, as appropriate, has been as-
sessed $2560 under §3163.1 of this title
and a second notice has been issued
giving an abatement period of not less
than 20 days; and

(iii) The noncompliance was not
abated within the time allowed by the
second notice. The initial proposed
penalty for a minor violation under
paragraph (a) of this section shall be at
the rate of $560 per day beginning with
the date of the second notice. Under
paragraph (b) of this section, the pen-
alty shall be at a daily rate of $500.
Such penalties shall not exceed a rate
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of $100 per day, per operating rights
owner or operator, per lease under
paragraph (a) of this section, of $1,000
per day, per operating rights owner or
operator, per lease under paragraph (b)
of this section.

(h) On a case-by-case basis, the Sec-
retary may compromise or reduce civil
penalties under this section. In com-
promising or reducing the amount of a
civil penalty, the Secretary shall state
on the record the reasons for such de-
termination.

(i) Civil penalties provided by this
section shall be supplemental to, and
not in derogation of, any other pen-
alties or assessments for noncompli-
ance in any other provision of law, ex-
cept as provided in paragraphs (a) and
(b) of this section.

(j) If the violation continues beyond
the 60-day maximum specified in para-
graph (b) of this section or beyond the
20 day maximum specified in para-
graphs (e) and (f) of this section, lease
cancellation proceedings shall be initi-
ated under either Title 43 or Title 25 of
the Code of Federal Regulations.

(k) If the violation continues beyond
the 20-day maximum specified in para-
graph (d) of this section, the authorized
officer shall revoke the transporter’s
authority to remove crude oil or other
liquid hydrocarbons from any Federal
or Indian lease under the authority of
that authorized officer or to remove
any crude oil or liquid hydrocarbons al-
location to such lease site. This revoca-
tion of the transporter’s authority
shall continue until compliance is
achieved and related penalty paid.

[62 FR 5393, Feb. 20, 1987; 52 FR 10225, Mar. 31,
1987, as amended at 53 FR 17364, May 16, 1988]

§3163.3 Criminal penalties.

Any person who commits an act for
which a civil penalty is provided in
§3163.2(f) shall, upon conviction, be
punished by a fine of not more than
$50,000, or by imprisonment for not
more than 2 years, or both.

[70 FR 75954, Dec. 22, 2005]

§3163.4 Failure to pay.

If any person fails to pay an assess-
ment or a civil penalty under §3163.1 or
§3163.2 of this title after the order
making the assessment or penalty be-
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comes a final order, and if such person
does not file a petition for judicial re-
view in accordance with this subpart,
or, after a court in an action brought
under this subpart has entered a final
judgment in favor of the Secretary, the
court shall have jurisdiction to award
the amount assessed plus interest from
the date of the expiration of the 90-day
period provided by §3165.4(e) of this
title. The Federal Oil and Gas Royalty
Management Act requires that any
judgment by the court shall include an
order to pay.

[562 FR 5394, Feb. 20, 1987; 52 FR 10225, Mar. 31,
1987]

§3163.5 Assessments
alties.

(a) Assessments made under §3163.1 of
this title are due upon issuance and
shall be paid within 30 days of receipt
of certified mail written notice or per-
sonal service, as directed by the au-
thorized officer in the notice. Failure
to pay assessed damages timely will be
subject to late payment charges as pre-
scribed under Title 30 CFR Group 202.

(b) Civil penalties under §3163.2 of
this title shall be paid within 30 days of
completion of any final order of the
Secretary or the final order of the
Court.

(c) Payments made pursuant to this
section shall not relieve the respon-
sible party of compliance with the reg-
ulations in this part or from liability
for waste or any other damage. A waiv-
er of any particular assessment shall
not be construed as precluding an as-
sessment pursuant to §3163.1 of this
title for any other act of noncompli-
ance occurring at the same time or at
any other time. The amount of any
civil penalty under §3163.2 of this title,
as finally determined, may be deducted
from any sums owing by the United
States to the person charged.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983; 49
FR 37368, Sept. 21, 1984; 52 FR 5394, Feb. 20,
1987; 52 FR 10225, Mar. 31, 1987; 53 FR 17364,
May 16, 1988]

and civil pen-

§3163.6 Injunction and specific per-
formance.

(a) In addition to any other remedy

under this part or any mineral leasing

law, the Attorney General of the
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United States or his designee may
bring a civil action in a district court
of the United States to:

(1) Restrain any violation of the Fed-
eral Oil and Gas Royalty and Manage-
ment Act or any mineral leasing law of
the United States; or

(2) Compel the taking of any action
required by or under the Act or any
mineral leasing law of the TUnited
States.

(b) A civil action described in para-
graph (a) may be brought only in the
United States district court of the judi-
cial district wherein the act, omission
or transaction constituting a violation
under the Act or any other mineral
leasing law occurred, or wherein the
defendant is found or transacts busi-
ness.

[49 FR 37368, Sept. 21, 1984]
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Subpart 3164—Special Provisions

§3164.1 Onshore Oil and Gas Orders.

(a) The Director is authorized to
issue Onshore Oil and Gas Orders when
necessary to implement and supple-
ment the regulations in this part. All
orders will be published in the FEDERAL
REGISTER both for public comment and
in final form.

(b) These Orders are binding on oper-
ating rights owners and operators, as
appropriate, of Federal and restricted
Indian oil and gas leases which have
been, or may hereafter be, issued. The
Onshore Oil and Gas Orders listed
below are currently in effect:

Su-
O'\rlc(i)er Subject Effective date FEDERAL REGISTER reference per-
' sedes
1. | Approval of operations ............. May 7, 2007 . 71T FR e NTL-
6.
2. | Drilling Dec. 19, 1988 53 FR 46790 None.
3. | Site security Mar. 27, 1989 54 FR 8056 NTL-
7.
4. | Measurement of oil ... Aug. 23, 1989 ..o 54 FR 8086 ... None.
5. | Measurement of gas . Mar. 27, 1989, new facilities greater | 54 FR 8100 ... None.
than 200 MCF production; Aug. 23,
1989, existing facility greater than
200 MCF production; Feb. 26, 1990,
existing facility less than 200 MCF
production.
6. | Hydrogen sulfide operations .... | Jan. 22, 1991 .. 55 FR 48958 . None.
7. | Disposal of produced water ..... October 8, 1993 .. 58 FR 47354 NTL-
2B

Note: Numbers to be assigned sequentially by the Washington Office as proposed Orders are prepared for publication.

[47 FR 471765, Oct. 27, 1982. Redesignated at 48 FR 36583-36586, Aug. 12, 1983, and amended at
48 FR 48921, Oct. 21, 1983; 48 FR 56226, Dec. 20, 1983; 53 FR 17364, May 16, 1988; 54 FR 8060, Feb.
24, 1989; 54 FR 8092, Feb. 24, 1989; 54 FR 8106, Feb. 24, 1989; 54 FR 39527, 39529, Sept. 27, 1989;
56 FR 48967, Nov. 23, 1991; 57 FR 3025, Jan. 27, 1992; 58 FR 47361, Sept. 8, 1993; 58 FR 58505, Nov.

2, 1993; 72 FR 10328, Mar. 7, 2007]

§3164.2 NTL’s and other implementing
procedures.

(a) The authorized officer is author-
ized to issue NTL’s when necessary to
implement the onshore oil and gas or-
ders and the regulations in this part.
All NTL’s will be issued after notice
and opportunity for comment.

(b) All NTL’s issued prior to the pro-
mulgation of these regulations shall re-
main in effect until modified, super-
seded by an Onshore Oil and Gas Order,
or otherwise terminated.

(c) A manual and other written in-
structions will be used to provide pol-
icy and procedures for internal guid-
ance of the Bureau of Land Manage-
ment.

§3164.3 Surface rights.

(a) Operators shall have the right of
surface use only to the extent specifi-
cally granted by the lease. With re-
spect to restricted Indian lands, addi-
tional surface rights may be exercised
when granted by a written agreement
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with the Indian surface owner and ap-
proved by the Superintendent of the In-
dian agency having jurisdiction.

(b) Except for the National Forest
System lands, the authorized officer is
responsible for approving and super-
vising the surface use of all drilling,
development, and production activities
on the leasehold. This includes storage
tanks and processing facilities, sales
facilities, all pipelines upstream from
such facilities, and other facilities to
aid production such as water disposal
pits and lines, and gas or water injec-
tion lines.

(c) On National Forest System lands,
the Forest Service shall regulate all
surface disturbing activities in accord-
ance with Forest Service regulations,
including providing to the authorized
officer appropriate approvals of such
activities.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983,
further amended at 53 FR 17364, May 16, 1988;
53 FR 22847, June 17, 1988]

§3164.4 Damages on restricted Indian
lands.

Assessments for damages to lands,
crops, buildings, and to other improve-
ments on restricted Indian lands shall
be made by the Superintendent and be
payable in the manner prescribed by
said official.

Subpart 3165—Relief, Conflicts,
and Appeals

§3165.1 Relief from operating and pro-
ducing requirements.

(a) Applications for relief from either
the operating or the producing require-
ments of a lease, or both, shall be filed
with the authorized officer, and shall
include a full statement of the cir-
cumstances that render such relief nec-
essary.

(b) The authorized officer shall act on
applications submitted for a suspension
of operations or production, or both,
filed pursuant to §3103.4-4 of this title.
The application for suspension shall be
filed with the authorized officer prior
to the expiration date of the lease;
shall be executed by all operating
rights owners or, in the case of a Fed-
eral unit approved under part 3180 of
this title, by the unit operator on be-
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half of the committed tracts or by all
operating rights owners of such tracts;
and shall include a full statement of
the circumstances that makes such re-
lief necessary.

(c) If approved, a suspension of oper-
ations and production will be effective
on the first of the month in which the
completed application was filed or the
date specified by the authorized officer.
Suspensions will terminate when they
are no longer justified in the interest
of conservation, when such action is in
the interest of the lessor, or as other-
wise stated by the authorized officer in
the approval letter.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983,
further amended at 53 FR 17364, May 16, 1988;
61 FR 4752, Feb. 8, 1996]

§3165.1-1 Relief from royalty and rent-
al requirements.

Applications for any modification au-
thorized by law of the royalty or rental
requirements of a lease for lands of the
United States shall be filed in the of-
fice of the authorized officer having ju-
risdiction of the lands. (For other regu-
lations relating to royalty and rental
relief, and suspension of operations and
production, see part 3103 of this title.)

[48 FR 36586, Aug. 12, 1983, as amended at 53
FR 17365, May 16, 1988]

§3165.2 Conflicts between regulations.

In the event of any conflict between
the regulations in this part and the
regulations in title 256 CFR concerning
oil and gas operations on Federal and
Indian leaseholds, the regulations in
this part shall govern with respect to
the obligations in the conduct of oil
and gas operations, acts of noncompli-
ance, and the jurisdiction and author-
ity of the authorized officer.

[47 FR 47765, Oct. 27, 1982. Redesignated and
amended at 48 FR 36583-36586, Aug. 12, 1983,
further amended at 53 FR 17365, May 16, 1988]

§3165.3 Notice, State Director review
and hearing on the record.

(a) Notice. Whenever an operating
rights owner or operator, as appro-
priate, fails to comply with any provi-
sions of the lease, the regulations in
this part, applicable orders or notices,
or any other appropriate orders of the
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authorized officer, written notice shall
be given the appropriate party and the
lessee(s) to remedy any defaults or vio-
lations. Written orders or a notice of
violation, assessment, or proposed pen-
alty shall be issued and served by per-
sonal service by an authorized officer
or by certified mail. Service shall be
deemed to occur when received or 7
business days after the date it is
mailed, whichever is earlier. Any per-
son may designate a representative to
receive any notice of violation, assess-
ment, or proposed penalty on his/her
behalf. In the case of a major violation,
the authorized officer shall make a
good faith effort to contact such des-
ignated representative by telephone to
be followed by a written notice. Re-
ceipt of notice shall be deemed to occur
at the time of such verbal communica-
tion, and the time of notice and the
name of the receiving party shall be
confirmed in the file. If the good faith
effort to contact the designated rep-
resentative is unsuccessful, notice of
the major violation may be given to
any person conducting or supervising
operations subject to the regulations in
this part. In the case of a minor viola-
tion, written notice shall be provided
as described above. A copy of all or-
ders, notices, or instructions served on
any contractor or field employee or
designated representative shall also be
mailed to the operator. Any notice in-
volving a civil penalty shall be mailed
to the operating rights owner.

(b) State Director review. Any ad-
versely affected party that contests a
notice of violation or assessment or an
instruction, order, or decision of the
authorized officer issued under the reg-
ulations in this part, may request an
administrative review, before the State
Director, either with or without oral
presentation. Such request, including
all supporting documentation, shall be
filed in writing with the appropriate
State Director within 20 business days
of the date such notice of violation or
assessment or instruction, order, or de-
cision was received or considered to
have been received and shall be filed
with the appropriate State Director.
Upon request and showing of good
cause, an extension for submitting sup-
porting data may be granted by the
State Director. Such review shall in-
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clude all factors or circumstances rel-
evant to the particular case. Any party
who is adversely affected by the State
Director’s decision may appeal that de-
cision to the Interior Board of Land
Appeals as provided in §3165.4 of this
part.

(c) Review of proposed penalties. Any
adversely affected party wishing to
contest a notice of proposed penalty
shall request an administrative review
before the State Director under the
procedures set out in paragraph (b) of
this section. However, no civil penalty
shall be assessed under this part until
the party charged with the violation
has been given the opportunity for a
hearing on the record in accordance
with section 109(e) of the Federal Oil
and Gas Royalty Management Act.
Therefore, any party adversely affected
by the State Director’s decision on the
proposed penalty, may request a hear-
ing on the record before an Administra-
tive Law Judge or, in lieu of a hearing,
may appeal that decision directly to
the Interior Board of Land Appeals as
provided in §3165.4(b)(2) of this part. If
such party elects to request a hearing
on the record, such request shall be
filed in the office of the State Director
having jurisdiction over the lands cov-
ered by the lease within 30 days of re-
ceipt of the State Director’s decision
on the notice of proposed penalty.
Where a hearing on the record is re-
quested, the State Director shall refer
the complete case file to the Office of
Hearings and Appeals for a hearing be-
fore an Administrative Law Judge in
accordance with part 4 of this title. A
decision shall be issued following com-
pletion of the hearing and shall be
served on the parties. Any party, in-
cluding the United States, adversely
affected by the decision of the Admin-
istrative Law Judge may appeal to the
Interior Board of Land Appeals as pro-
vided in §3163.4 of this title.

(d) Action on request for State Director
review. Action on request for administra-
tive review. The State Director shall
issue a final decision within 10 business
days of the receipt of a complete re-
quest for administrative review or,
where oral presentation has been made,
within 10 business days therefrom.
Such decision shall represent the final
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Bureau decision from which further re-
view may be obtained as provided in
paragraph (c) of this section for pro-
posed penalties, and in §3165.4 of this
title for all decisions.

(e) Effect of request for State Director
review or for hearing on the record. (1)
Any request for review by the State Di-
rector under this section shall not re-
sult in a suspension of the requirement
for compliance with the notice of viola-
tion or proposed penalty, or stop the
daily accumulation of assessments or
penalties, unless the State Director to
whom the request is made so deter-
mines.

(2) Any request for a hearing on the
record before an administrative law
judge under this section shall not re-
sult in a suspension of the requirement
for compliance with the decision, un-
less the administrative law judge so de-
termines. Any request for hearing on
the record shall stop the accumulation
of additional daily penalties until such
time as a final decision is rendered, ex-
cept that within 10 days of receipt of a
request for a hearing on the record, the
State Director may, after review of
such request, recommend that the Di-
rector reinstate the accumulation of
daily civil penalties until the violation
is abated. Within 45 days of the filing
of the request for a hearing on the
record, the Director may reinstate the
accumulation of civil penalties if he/
she determines that the public interest
requires a reinstatement of the accu-
mulation and that the violation is
causing or threating immediate, sub-
stantial and adverse impacts on public
health and safety, the environment,
production accountability, or royalty
income. If the Director does not rein-
state the daily accumulation within 45
days of the filing of the request for a
hearing on the record, the suspension
shall continue.

[62 FR 5394, Feb. 20, 1987; 52 FR 10225, Mar. 31,
1987, as amended at 53 FR 17365, May 16, 1988;
66 FR 1894, Jan. 10, 2001]

§3165.4 Appeals.

(a) Appeal of decision of State Director.
Any party adversely affected by the de-
cision of the State Director after State
Director review, under §3165.3(b) of this
title, of a notice of violation or assess-
ment or of an instruction, order, or de-
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cision may appeal that decision to the
Interior Board of Land Appeals pursu-
ant to the regulations set out in part 4
of this title.

(b) Appeal from decision on a proposed
penalty after a hearing on the record. (1)
Any party adversely affected by the de-
cision of an Administrative Law Judge
on a proposed penalty after a hearing
on the record under §3165.3(c) of this
title may appeal that decision to the
Interior Board of Land Appeals pursu-
ant to the regulations in part 4 of this
title.

(2) In lieu of a hearing on the record
under §3165.3(c) of this title, any party
adversely affected by the decision of
the State Director on a proposed pen-
alty may waive the opportunity for
such a hearing on the record by appeal-
ing directly to the Interior Board of
Land Appeals under part 4 of this title.
However, if the right to a hearing on
the record is waived, further appeal to
the District Court under section 109(j)
of the Federal Oil and Gas Royalty
Management Act is precluded.

(c) Effect of an appeal on an approval/
decision by a State Director or Adminis-
trative Law Judge. All decisions and ap-
provals of a State Director or Adminis-
trator Law Judge under this part shall
remain effective pending appeal unless
the Interior Board of Land Appeals de-
termines otherwise upon consideration
of the standards stated in this para-
graph. The provisions of 43 CFR 4.21(a)
shall not apply to any decision or ap-
proval of a State Director or Adminis-
trative Law Judge under this part. A
petition for a stay of a decision or ap-
proval of a State Director or Adminis-
trative Law Judge shall be filed with
the Interior Board of Land Appeals, Of-
fice of Hearings and Appeals, Depart-
ment of the Interior, and shall show
sufficient justification based on the
following standards:

(1) The relative harm to the parties if
the stay is granted or denied,

(2) The likelihood of the appellant’s
success on the merits,

(3) The likelihood of irreparable
harm to the appellant or resources if
the stay is not granted, and

(4) Whether the public interest favors
granting the stay.

Nothing in this paragraph shall dimin-
ish the discretionary authority of a
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State Director or Administrative Law
Judge to stay the effectiveness of a de-
cision subject to appeal pursuant to
paragraph (a) or (b) of this section
upon a request by an adversely affected
party or on the State Director’s or Ad-
ministrative Law Judge’s own initia-
tive. If a State Director or Administra-
tive Law Judge denies such a request,
the requester can petition for a stay of
the denial decision by filing a petition
with the Interior Board of Land Ap-
peals that addresses the standards de-
scribed above in this paragraph.

(d) Effect of appeal on compliance re-
quirements. Except as provided in para-
graph (d) of this section, any appeal
filed pursuant to paragraphs (a) and (b)
of this section shall not result in a sus-
pension of the requirement for compli-
ance with the order or decision from
which the appeal is taken unless the
Interior Board of Land Appeals deter-
mines that suspension of the require-
ments of the order or decision will not
be detrimental to the interests of the
lessor or upon submission and accept-
ance of a bond deemed adequate to in-
demnify the lessor from loss or dam-
age.

(e) Effect of appeal on assessments and
penalties. (1) Except as provided in
paragraph (d)(3) of this section, an ap-
peal filed pursuant to paragraph (a) of
this section shall suspend the accumu-
lation of additional daily assessments.
However, the pendency of an appeal
shall not bar the authorized officer
from assessing civil penalties under
§3163.2 of this title in the event the op-
erator has failed to abate the violation
which resulted in the assessment. The
Board of Land Appeals may issue ap-
propriate orders to coordinate the
pending appeal and the pending civil
penalty proceeding.

(2) Except as provided in paragraph
(d)(3) of this section, an appeal filed
pursuant to paragraph (b) of this sec-
tion shall suspend the accumulation of
additional daily civil penalties.

(3) When an appeal is filed under
paragraph (a) or (b) of this section, the
State Director may, within 10 days of
receipt of the notice of appeal, rec-
ommend that the Director reinstate
the accumulation of assessments and
daily civil penalties until such time as
a final decision is rendered or until the
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violation is abated. The Director may,
if he/she determines that the public in-
terest requires it, reinstate such accu-
mulation(s) upon a finding that the
violation is causing or threatening im-
mediate substantial and adverse im-
pacts on public health and safety, the
environment, production account-
ability, or royalty income. If the Direc-
tor does not act on the recommenda-
tion to reinstate the accumulation(s)
within 45 days of the filing of the no-
tice of appeal, the suspension shall con-
tinue.

(4) When an appeal is filed under
paragraph (a) of this section from a de-
cision to require drainage protection,
BLM’s drainage determination will re-
main in effect during the appeal, not-
withstanding the provisions of 43 CFR
4.21. Compensatory royalty and inter-
est determined under 30 CFR Part 218
will continue to accrue throughout the
appeal.

(f) Judicial review. Any person who is
aggrieved by a final order of the Sec-
retary under this section may seek re-
view of such order in the United States
District Court for the judicial district
in which the alleged violation oc-
curred. Because section 109 of the Fed-
eral Oil and Gas Royalty Management
Act provides for judicial review of civil
penalty determinations only where a
person has requested a hearing on the
record, a waiver of such hearing pre-
cludes further review by the district
court. Review by the district court
shall be on the administrative record
only and not de novo. Such an action
shall be barred unless filed within 90
days after issuance of final decision as
provided in §4.21 of this title.

[62 FR 5395, Feb. 20, 1987; 52 FR 10225, Mar. 31,
1987, as amended at 53 FR 17365, May 16, 1988;
57 FR 9013, Mar. 13, 1992; 66 FR 1894, Jan. 10,
2001]

PART 3180—ONSHORE OIL AND
GAS UNIT AGREEMENTS:
UNPROVEN AREAS

NOTE: Many existing unit agreements cur-
rently in effect specifically refer to the
United States Geological Survey, USGS,
Minerals Management Service, MMS, Super-
visor, Conservation Manager, Deputy Con-
servation Manager, Minerals Manager and
Deputy Minerals Manager in the body of the
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agreements, as well as references to 30 CFR
part 221 or specific sections thereof. Those
references shall now be read in the context of
Secretarial Order 3087 and now mean either
the Bureau of Land Management or Minerals
Management Service, as appropriate.

Subpart 3180—Onshore Oil and Gas Unit
Agreements: General

Sec.

3180.0-1
3180.0-2
3180.0-3
3180.0-5

Purpose.
Policy.
Authority.
Definitions.

Subpart 3181—Application for Unit
Agreement

3181.1 Preliminary consideration of unit
agreement.

3181.2 Designation of unit area; depth of
test well.

3181.3 Parties to unit agreement.

3181.4 Inclusion of non-Federal lands.

3181.5 Compensatory royalty payment for
unleased Federal land.

Subpart 3182—Qualifications of Unit
Operator

3182.1 Qualifications of unit operator.

Subpart 3183—Filing and Approval of
Documents

3183.1
3183.2
3183.3
3183.4
3183.5
3183.6
3183.7

Where to file papers.
Designation of area.

Executed agreements.

Approval of executed agreement.
Participating area.

Plan of development.

Return of approved documents.

Subpart 3184 [Reserved]

Subpart 3185—Appeals
Appeals.

Subpart 3186—Model Forms

3186.1 Model onshore unit agreement for
unproven areas.

3186.1-1 Model Exhibit ““A.”

3186.1-2 Model Exhibit “B.”

3186.2 Model collective bond.

3186.3 Model for designation of successor
unit operator by working interest own-
ers.

3186.4 Model for change in unit operator by
assignment.

AUTHORITY: 30 U.S.C. 189.

SOURCE: 48 FR 26766, June 10, 1983, unless
otherwise noted. Redesignated at 48 FR 36587,
Aug. 12, 1983.

3185.1
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Subpart 3180—Onshore Oil and
Gas Unit Agreements: General

§3180.0-1 Purpose.

The regulations in this part prescribe
the procedures to be followed and the
requirements to be met by the owners
of any right, title or interest in Fed-
eral oil and gas leases (see §3160.0-5 of
this title) and their representatives
who wish to unite with each other, or
jointly or separately with others, in
collectively adopting and operating
under a unit plan for the development
of any oil or gas pool, field or like area,
or any part thereof. All unit agree-
ments on Federal leases are subject to
the regulations contained in part 3160
of this title, Onshore Oil and Gas Oper-
ations. All unit operations on non-Fed-
eral lands included within Federal unit
plans are subject to the reporting re-
quirements of part 3160 of this title.

[48 FR 36587, Aug. 12, 1983]

§3180.0-2 Policy.

Subject to the supervisory authority
of the Secretary of the Interior, the ad-
ministration of the regulations in this
part shall be under the jurisdiction of
the authorized officer. In the exercise
of his/her discretion, the authorized of-
ficer shall be subject to the direction
and supervisory authority of the Direc-
tor, Bureau of Land Management, who
may exercise the jurisdiction of the au-
thorized officer.

[48 FR 36587, Aug. 12, 1983]

§3180.0-3 Authority.

The Mineral Leasing Act, as amended
and supplemented (30 U.S.C. 181, 189,
226(e) and 226(j)), and Order Number
3087, dated December 3, 1982, as amend-
ed on February 7, 1983 (48 FR 8983),
under which the Secretary consoli-
dated and transferred the onshore min-
erals management functions of the De-
partment, except mineral revenue
functions and the responsibility for
leasing of restricted Indian lands, to
the Bureau of Land Management.

[48 FR 36587, Aug. 12, 1983]

§3180.0-5 Definitions.

The following terms, as used in this
part or in any unit agreement approved
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under the regulations in this part,
shall have the meanings here indicated
unless otherwise defined in such unit
agreement:

Federal lease. A lease issued under the
Act of February 25, 1920, as amended (30
U.S.C. 181, et seq.); the Act of May 21,
1930 (30 U.S.C. 351-359); the Act of Au-
gust 7, 1947 (30 U.S.C. 351, et seq.); or the
Act of November 16, 1981 (Pub. L. 97-98,
95 Stat. 1070).

Participating area. That part of a unit
area which is considered reasonably
proven to be productive of unitized sub-
stances in paying quantities or which
is necessary for unit operations and to
which production is allocated in the
manner prescribed in the unit agree-
ment.

Unit area. The area described in an
agreement as constituting the land
logically subject to exploration and/or
development under such agreement.

Unitized land. Those lands and forma-
tions within a unit area which are com-
mitted to an approved agreement or
plan.

Unitized substances. Deposits of oil
and gas contained in the unitized land
which are recoverable in paying quan-
tities by operation under and pursuant
to an agreement.

Working interest. An interest held in
unitized substances or in lands con-
taining the same by virtue of a lease,
operating agreement, fee title, or oth-
erwise, under which, except as other-
wise provided in the agreement, the
owner of such interest is vested with
the right to explore for, develop, and
produce such substances. The rights
delegated to the unit operator by the
unit agreement are not regarded as a
working interest.

[48 FR 26766, June 10, 1983. Redesignated and
amended at 48 FR 36587, Aug. 12, 1983; 51 FR
34603, Sept. 30, 1986]

Subpart 3181—Application for Unit
Agreement

§3181.1 Preliminary consideration of
unit agreement.

The model unit agreement set forth
in §3186.1 of this title, is acceptable for
use in unproven areas. Unique situa-
tions requiring special provisions
should be clearly identified, since these
and other special conditions may ne-

§3181.2

cessitate a modification of the model
unit agreement set forth in §3186.1 of
this title. Any proposed special provi-
sions or other modifications of the
model agreement should be submitted
for preliminary consideration so that
any necessary revision may be pre-
scribed prior to execution by the inter-
ested parties. Where Federal lands con-
stitute less than 10 percent of the total
unit area, a non-Federal unit agree-
ment may be used. Upon submission of
such an agreement, the authorized offi-
cer will take appropriate action to
commit the Federal lands.

§3181.2 Designation of wunit

depth of test well.

An application for designation of an
area as logically subject to develop-
ment under a unit agreement and for
determination of the depth of a test
well may be filed by a proponent of
such an agreement at the proper BLM
office. Such application shall be ac-
companied by a map or diagram on a
scale of not less than 2 inches to 1 mile,
outlining the area sought to be des-
ignated under this section. The Fed-
eral, State, Indian and privately owned
land should be indicated by distinctive
symbols or colors. Federal and Indian
oil and gas leases and lease applica-
tions should be identified by lease se-
rial numbers. Geologic information, in-
cluding the results of any geophysical
surveys, and any other available infor-
mation showing that wunitization is
necessary and advisable in the public
interest should be furnished. All infor-
mation submitted under this section is
subject to part 2 of this title, which
sets forth the rules of the Department
of the Interior relating to public avail-
ability of information contained in De-
partmental records, as provided under
this part at §3100.4 of this chapter.
These data will be considered by the
authorized officer and the applicant
will be informed of the decision
reached. The designation of an area,
pursuant to an application filed under
this section, shall not create an exclu-
sive right to submit an agreement for
such area, nor preclude the inclusion of

area;
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such area or any party thereof in an-
other unit area.

[48 FR 26766, June 10, 1983. Redesignated at 48
FR 365687, Aug. 12, 1983, and amended at 63 FR
52953, Oct. 1, 1998]

§3181.3 Parties to unit agreement.

The owners of any right, title, or in-
terest in the oil and gas deposits to be
unitized are regarded as proper parties
to a proposed agreement. All such par-
ties must be invited to join the agree-
ment. If any party fails or refuses to
join the agreement, the proponent of
the agreement, at the time it is filed
for approval, must submit evidence of
reasonable effort made to obtain join-
der of such party and, when requested,
the reasons for such nonjoinders. The
address of each signatory party to the
agreement should be inserted below the
signature. Each signature should be at-
tested by at least one witness if not no-
tarized. The signing parties may exe-
cute any number of counterparts of the
agreement with the same force and ef-
fect as if all parties signed the same
document, or may execute a ratifica-
tion or consent in a separate instru-
ment with like force and effect.

§3181.4 Inclusion of
lands.

(a) Where State-owned land is to be
unitized with Federal lands, approval
of the agreement by appropriate State
officials must be obtained prior to its
submission to the proper BLM office
for final approval. When authorized by
the laws of the State in which the unit-
ized land is situated, appropriate provi-
sion may be made in the agreement,
recognizing such laws to the extent
that they are applicable to non-Federal
unitized land.

(b) When Indian lands are included,
modification of the unit agreement
will be required where appropriate. Ap-
proval of an agreement containing In-
dian lands by the Bureau of Indian Af-
fairs must be obtained prior to final ap-
proval by the authorized officer.

non-Federal

§3181.5 Compensatory royalty pay-
ment for unleased Federal land.

The unit agreement submitted by the
unit proponent for approval by the au-
thorized officer shall provide for pay-
ment to the Federal Government of a

43 CFR Ch. Il (10-1-11 Edition)

12V percent royalty on production that
would be attributable to unleased Fed-
eral lands in a PA of the unit if said
lands were leased and committed to the
unit agreement. The value of produc-
tion subject to compensatory royalty
payment shall be determined pursuant
to 30 CFR part 206, provided that no ad-
ditional royalty shall be due on any
production subject to compensatory
royalty under this provision.

[68 FR 58632, Nov. 2, 1993, as amended at 59
FR 16999, Apr. 11, 1994]

Subpart 3182—Quallifications of
Unit Operator

§3182.1 Qualifications of wunit oper-
ator.

A unit operator must qualify as to
citizenship in the same manner as
those holding interests in Federal oil
and gas leases under the regulations at
subpart 3102 of this title. The unit op-
erator may be an owner of a working
interest in the unit area or such other
party as may be selected by the owners
of working interests. The unit operator
shall execute an acceptance of the du-
ties and obligations imposed by the
agreement. No designation of or change
in a unit operator will become effective
until approved by the authorized offi-
cer, and no such approval will be grant-
ed unless the successor unit operator is
deemed qualified to fulfill the duties
and obligations prescribed in the agree-
ment.

Subpart 3183—Filing and
Approval of Documents

§3183.1 Where to file papers.

All papers, instruments, documents,
and proposals submitted under this
part shall be filed in the proper BLM
office.

[48 FR 26766, June 10, 1983. Redesignated at 48
FR 36587, Aug. 12, 1983, and amended at 51 FR
34603, Sept. 30, 1986]

§3183.2 Designation of area.

An application for designation of a
proposed unit area and determination
of the required depth of test well(s)
shall be filed in duplicate. A like num-
ber of counterparts should be filed of
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any geologic data and any other infor-
mation submitted in support of such
application.

§3183.3 Executed agreements.

Where a duly executed agreement is
submitted for final approval, a min-
imum of four signed counterparts
should be filed. The number of counter-
parts to be filed for supplementing,
modifying, or amending an existing
agreement, including change of unit
operator, designation of new unit oper-
ator, establishment or revision of a
participating area, and termination
shall be prescribed by the authorized
officer.

§3183.4 Approval of executed agree-
ment.

(a) A unit agreement shall be ap-
proved by the authorized officer upon a
determination that such agreement is
necessary or advisable in the public in-
terest and is for the purpose of more
properly conserving natural resources.
Such approval shall be incorporated in
a Certification-Determination docu-
ment appended to the agreement (see
§3186.1 of this part for an example), and
the unit agreement shall not be deemed
effective until the authorized officer
has executed the Certification-Deter-
mination document. No such agree-
ment shall be approved unless the par-
ties signatory to the agreement hold
sufficient interests in the unit area to
provide reasonably effective control of
operations.

(b) The public interest requirement
of an approved unit agreement for
unproven areas shall be satisfied only
if the unit operator commences actual
drilling operations and thereafter dili-
gently prosecutes such operations in
accordance with the terms of said
agreement. If an application is received
for voluntary termination of a unit
agreement for an unproven area during
its fixed term or such an agreement
automatically expires at the end of its
fixed term without the public interest
requirement having been satisfied, the
approval of that agreement by the au-
thorized officer and lease segregations
and extensions under §3107.3-2 of this
title shall be invalid, and no Federal
lease shall be eligible for extensions
under §3107.4 of this title.

§3185.1

(¢c) Any modification of an approved
agreement shall require the prior ap-
proval of the authorized officer.

[63 FR 17365, May 16, 1988, as amended at 58
FR 58633, Nov. 2, 1993]

§3183.5 Participating area.

Two counterparts of a substantiating
geologic report, including structure-
contour map, cross sections, and perti-
nent data, shall accompany each appli-
cation for approval of a participating
area or revision thereof under an ap-
proved agreement.

[48 FR 26766, June 10, 1983. Redesignated at 48
FR 365687, Aug. 12, 1983, and further redesig-
nated at 53 FR 17365, May 16, 1988]

§3183.6 Plan of development.

Three counterparts of all plans of de-
velopment and operation shall be sub-
mitted for approval under an approved
agreement.

[48 FR 26766, June 10, 1983. Redesignated at 48
FR 365687, Aug. 12, 1983, and further redesig-
nated at 53 FR 17365, May 16, 1988]

§3183.7 Return of approved docu-
ments.

One approved counterpart of each in-
strument or document submitted for
approval will be returned to the unit
operator by the authorized officer or
his representative, together with such
additional counterparts as may have
been furnished for that purpose.

[48 FR 26766, June 10, 1983. Redesignated at 48
FR 36587, Aug. 12, 1983, and amended at 51 FR
34603, Sept. 30, 1986. Further redesignated at
53 FR 17365, May 16, 1988]

Subpart 3184 [Reserved]

Subpart 3185—Appeals

§3185.1 Appeals.

Any party adversely affected by an
instruction, order, or decision issued
under the regulations in this part may
request an administrative review be-
fore the State Director under §3165.3 of
this title. Any party adversely affected
by a decision of the State Director
after State Director review may appeal
that decision as provided in part 4 of
this title.

[58 FR 58633, Nov. 2, 1993]
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Subpart 3186—Model Forms

§3186.1 Model onshore unit agreement
for unproven areas.

Introductory Section

Enabling Act and Regulations.
Unit Area.
Unitized Land and Unitized Substances.
Unit Operator.
Resignation or Removal of Unit Operator.
Successor Unit Operator.
Accounting Provisions and Unit Oper-
ating Agreement.
8 Rights and Obligations of Unit Operator.
9 Drilling to Discovery.
10 Plan of Further Development and Oper-
ation.
11 Participation After Discovery.
12 Allocation of Production.
13 Development or Operation of Nonpartici-
pating Land or Formations.
14 Royalty Settlement.
15 Rental Settlement.
16 Conservation.
17 Drainage.
18 Leases and Contracts Conformed and Ex-
tended.
19 Convenants Run with Land.
20 Effective Date and Term.
21 Rate of Prospecting, Development, and
Production.
22 Appearances.
23 Notices.
24 No Waiver of Certain Rights.
25 TUnavoidable Delay.
26 Nondiscrimination.
27 Loss of Title.
28 Nonjoinder and Subsequent Joinder.
29 Counterparts.
30 Surrender.?
31 Taxes.!
32 No Partnership.?

1O U W DN

Concluding Section IN WITNESS
WHEREOF.

General Guidelines.

Certification—Determination.

UNIT AGREEMENT FOR THE DEVEL-
OPMENT AND OPERATION OF
THE

Unit area

County of

State of

No.

This agreement, entered into as of the
day of , 19 by and
between the parties subscribing, ratifying, or
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consenting hereto, and herein referred to as
the ‘“‘parties hereto,”
WITNESSETH:

WHEREAS, the parties hereto are the own-
ers of working, royalty, or other oil and gas
interests in the unit area subject to this
agreement; and

WHEREAS, the Mineral Leasing Act of
February 25, 1920, 41 Stat. 437, as amended, 30
U.S.C. Sec. 181 et seq., authorizes Federal les-
sees and their representatives to unite with
each other, or jointly or separately with oth-
ers, in collectively adopting and operating
under a unit plan of development or oper-
ations of any oil and gas pool, field, or like
area, or any part thereof for the purpose of
more properly conserving the natural re-
sources thereof whenever determined and
certified by the Secretary of the Interior to
be necessary or advisable in the public inter-
est; and

WHEREAS, the parties hereto hold suffi-
cient interests in the Unit Area
covering the land hereinafter described to
give reasonably effective control of oper-
ations therein; and

WHEREAS, it is the purpose of the parties
hereto to conserve natural resources, pre-
vent waste, and secure other benefits obtain-
able through development and operation of
the area subject to this agreement under the
terms, conditions, and limitations herein set
forth;

NOW, THEREFORE, in consideration of
the premises and the promises herein con-
tained, the parties hereto commit to this
agreement their respective interests in the
below-defined unit area, and agree severally
among themselves as follows:

1. ENABLING ACT AND REGULATIONS.
The Mineral Leasing Act of February 25,
1920, as amended, supra, and all valid perti-
nent regulations including operating and
unit plan regulations, heretofore issued
thereunder or valid, pertinent, and reason-
able regulations hereafter issued thereunder
are accepted and made a part of this agree-
ment as to Federal lands, provided such reg-
ulations are not inconsistent with the terms
of this agreement; and as to non-Federal
lands, the oil and gas operating regulations
in effect as of the effective date hereof gov-
erning drilling and producing operations, not
inconsistent with the terms hereof or the
laws of the State in which the non-Federal
land is located, are hereby accepted and
made a part of this agreement.

2. UNIT AREA. The area specified on the
map attached hereto marked Exhibit A is

10ptional sections (in addition the penul-

timate paragraph of Section 9 is to be in-
cluded only when more than one obligation
well is required and paragraph (h) of section
18 is to be used only when applicable).
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hereby designated and recognized as consti-
tuting the unit area, containing acres,
more or less.

Exhibit A shows, in addition to the bound-
ary of the unit area, the boundaries and
identity of tracts and leases in said area to
the extent known to the Unit Operator. Ex-
hibit B attached hereto is a schedule show-
ing to the extent known to the Unit Oper-
ator, the acreage, percentage, and kind of
ownership of oil and gas interests in all lands
in the unit area. However, nothing herein or
in Exhibits A or B shall be construed as a
representation by any party hereto as to the
ownership of any interest other than such in-
terest or interests as are shown in the Exhib-
its as owned by such party. Exhibits A and B
shall be revised by the Unit Operator when-
ever changes in the unit area or in the own-
ership interests in the individual tracts
render such revision necessary, or when re-
quested by the Authorized Officer, herein-
after referred to as AO and not less than four
copies of the revised Exhibits shall be filed
with the proper BLM office.

The above-described unit area shall when
practicable be expanded to include therein
any additional lands or shall be contracted
to exclude lands whenever such expansion or
contraction is deemed to be necessary or ad-
visable to conform with the purposes of this
agreement. Such expansion or contraction
shall be effected in the following manner:

(a) Unit Operator, on its own motion (after
preliminary concurrence by the AO), or on
demand of the AO, shall prepare a notice of
proposed expansion or contraction describing
the contemplated changes in the boundaries
of the unit area, the reasons therefor, any
plans for additional drilling, and the pro-
posed effective date of the expansion or con-
traction, preferably the first day of a month
subsequent to the date of notice.

(b) Said notice shall be delivered to the
proper BLM office, and copies thereof mailed
to the last known address of each working
interest owner, lessee and lessor whose inter-
ests are affected, advising that 30 days will
be allowed for submission to the Unit Oper-
ator of any objections.

(c) Upon expiration of the 30-day period
provided in the preceding item (b) hereof,
Unit Operator shall file with the AO evidence
of mailing of the notice of expansion or con-
traction and a copy of any objections thereto
which have been filed with Unit Operator, to-
gether with an application in triplicate, for
approval of such expansion or contraction
and with appropriate joinders.

(d) After due consideration of all pertinent
information, the expansion or contraction
shall, upon approval by the AO, become ef-
fective as of the date prescribed in the notice
thereof or such other appropriate date.

(e) All legal subdivisions of lands (i.e., 40
acres by Government survey or its nearest
lot or tract equivalent; in instances of irreg-
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ular surveys, unusually large lots or tracts
shall be considered in multiples of 40 acres or
the nearest aliquot equivalent thereof), no
parts of which are in or entitled to be in a
participating area on or before the fifth an-
niversary of the effective date of the first
initial participating area established under
this unit agreement, shall be eliminated
automatically from this agreement, effective
as of said fifth anniversary, and such lands
shall no longer be a part of the unit area and
shall no longer be subject to this agreement,
unless diligent drilling operations are in
progress on unitized lands not entitled to
participation on said fifth anniversary, in
which event all such lands shall remain sub-
ject hereto for so long as such drilling oper-
ations are continued diligently, with not
more than 90-days time elapsing between the
completion of one such well and the com-
mencement of the next such well. All legal
subdivisions of lands not entitled to be in a
participating area within 10 years after the
effective date of the first initial partici-
pating area approved under this agreement
shall be automatically eliminated from this
agreement as of said tenth anniversary. The
Unit Operator shall, within 90 days after the
effective date of any elimination hereunder,
describe the area so eliminated to the satis-
faction of the AO and promptly notify all
parties in interest. All lands reasonably
proved productive of unitized substances in
paying quantities by diligent drilling oper-
ations after the aforesaid 5-year period shall
become participating in the same manner as
during said first b-year period. However,
when such diligent drilling operations cease,
all nonparticipating lands not then entitled
to be in a participating area shall be auto-
matically eliminated effective as the 91st
day thereafter.

Any expansion of the unit area pursuant to
this section which embraces lands thereto-
fore eliminated pursuant to this subsection
2(e) shall not be considered automatic com-
mitment or recommitment of such lands. If
conditions warrant extension of the 10-year
period specified in this subsection, a single
extension of not to exceed 2 years may be ac-
complished by consent of the owners of 90
percent of the working interest in the cur-
rent nonparticipating unitized lands and the
owners of 60 percent of the basic royalty in-
terests (exclusive of the basic royalty inter-
ests of the United States) in nonpartici-
pating unitized lands with approval of the
AO, provided such extension application is
submitted not later than 60 days prior to the
expiration of said 10-year period.

3. UNITIZED LAND AND UNITIZED SUB-
STANCES. All land now or hereafter com-
mitted to this agreement shall constitute
land referred to herein as ‘“‘unitized land” or
‘“‘land subject to this agreement.’”” All oil and
gas in any and all formations of the unitized
land are unitized under the terms of this
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agreement and herein are called ‘‘unitized
substances.”

4. UNIT OPERATOR. is hereby
designated as Unit Operator and by signa-
ture hereto as Unit Operator agrees and con-
sents to accept the duties and obligations of
Unit Operator for the discovery, develop-
ment, and production of unitized substances
as herein provided. Whenever reference is
made herein to the Unit Operator, such ref-
erence means the Unit Operator acting in
that capacity and not as an owner of interest
in unitized substances, and the term ‘‘work-
ing interest owner’” when used herein shall
include or refer to Unit Operator as the
owner of a working interest only when such
an interest is owned by it.

5. RESIGNATION OR REMOVAL OF UNIT
OPERATOR. Unit Operator shall have the
right to resign at any time prior to the es-
tablishment of a participating area or areas
hereunder, but such resignation shall not be-
come effective so as to release Unit Operator
from the duties and obligations of Unit Oper-
ator and terminate Unit Operator’s rights as
such for a period of 6 months after notice of
intention to resign has been served by Unit
Operator on all working interest owners and
the AO and until all wells then drilled here-
under are placed in a satisfactory condition
for suspension or abandonment, whichever is
required by the AO, unless a new Unit Oper-
ator shall have been selected and approved
and shall have taken over and assumed the
duties and obligations of Unit Operator prior
to the expiration of said period.

Unit Operator shall have the right to re-
sign in like manner and subject to like limi-
tations as above provided at any time after
a participating area established hereunder is
in existence, but in all instances of resigna-
tion or removal, until a successor Unit Oper-
ator is selected and approved as hereinafter
provided, the working interest owners shall
be jointly responsible for performance of the
duties of Unit Operator, and shall not later
than 30 days before such resignation or re-
moval becomes effective appoint a common
agent to represent them in any action to be
taken hereunder.

The resignation of Unit Operator shall not
release Unit Operator from any liability for
any default by it hereunder occurring prior
to the effective date of its resignation.

The Unit Operator may, upon default or
failure in the performance of its duties or ob-
ligations hereunder, be subject to removal by
the same percentage vote of the owners of
working interests as herein provided for the
selection of a new Unit Operator. Such re-
moval shall be effective upon notice thereof
to the AO.

The resignation or removal of Unit Oper-
ator under this agreement shall not termi-
nate its right, title, or interest as the owner
of working interest or other interest in unit-
ized substances, but upon the resignation or
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removal of Unit Operator becoming effective,
such Unit Operator shall deliver possession
of all wells, equipment, materials, and ap-
purtenances used in conducting the unit op-
erations to the new duly qualified successor
Unit Operator or to the common agent, if no
such new Unit Operator is selected to be used
for the purpose of conducting unit operations
hereunder. Nothing herein shall be construed
as authorizing removal of any material,
equipment, or appurtenances needed for the
preservation of any wells.

6. SUCCESSOR UNIT OPERATOR. When-
ever the Unit Operator shall tender his or its
resignation as Unit Operator or shall be re-
moved as hereinabove provided, or a change
of Unit Operator is negotiated by the work-
ing interest owners, the owners of the work-
ing interests according to their respective
acreage interests in all unitized land shall,
pursuant to the Approval of the Parties re-
quirements of the unit operating agreement,
select a successor Unit Operator. Such selec-
tion shall not become effective until:

(a) a Unit Operator so selected shall accept
in writing the duties and responsibilities of
Unit Operator, and

(b) the selection shall have been approved
by the AO.

If no successor Unit Operator is selected
and qualified as herein provided, the AO at
his election may declare this unit agreement
terminated.

7. ACCOUNTING PROVISIONS AND UNIT
OPERATING AGREEMENT. If the Unit Op-
erator is not the sole owner of working inter-
ests, costs and expenses incurred by Unit Op-
erator in conducting unit operations here-
under shall be paid and apportioned among
and borne by the owners of working inter-
ests, all in accordance with the agreement or
agreements entered into by and between the
Unit Operator and the owners of working in-
terests, whether one or more, separately or
collectively. Any agreement or agreements
entered into between the working interest
owners and the Unit Operator as provided in
this section, whether one or more, are herein
referred to as the ‘‘unit operating agree-
ment.” Such unit operating agreement shall
also provide the manner in which the work-
ing interest owners shall be entitled to re-
ceive their respective proportionate and allo-
cated share of the benefits accruing hereto in
conformity with their underlying operating
agreements, leases, or other independent
contracts, and such other rights and obliga-
tions as between Unit Operator and the
working interest owners as may be agreed
upon by Unit Operator and the working in-
terest owners; however, no such unit oper-
ating agreement shall be deemed either to
modify any of the terms and conditions of
this unit agreement or to relieve the Unit
Operator of any right or obligation estab-
lished under this unit agreement, and in case
of any inconsistency or conflict between this
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agreement and the unit operating agree-
ment, this agreement shall govern. Two cop-
ies of any unit operating agreement executed
pursuant to this section shall be filed in the
proper BLM office prior to approval of this
unit agreement.

8. RIGHTS AND OBLIGATIONS OF UNIT
OPERATOR. Except as otherwise specifically
provided herein, the exclusive right, privi-
lege, and duty of exercising any and all
rights of the parties hereto which are nec-
essary or convenient for prospecting for, pro-
ducing, storing, allocating, and distributing
the unitized substances are hereby delegated
to and shall be exercised by the Unit Oper-
ator as herein provided. Acceptable evidence
of title to said rights shall be deposited with
Unit Operator and, together with this agree-
ment, shall constitute and define the rights,
privileges, and obligations of Unit Operator.
Nothing herein, however, shall be construed
to transfer title to any land or to any lease
or operating agreement, it being understood
that under this agreement the Unit Oper-
ator, in its capacity as Unit Operator, shall
exercise the rights of possession and use
vested in the parties hereto only for the pur-
poses herein specified.

9. DRILLING TO DISCOVERY. Within 6
months after the effective date hereof, the
Unit Operator shall commence to drill an
adequate test well at a location approved by
the AO, unless on such effective date a well
is being drilled in conformity with the terms
hereof, and thereafter continue such drilling
diligently until the formation has
been tested or until at a lesser depth unit-
ized substances shall be discovered which can
be produced in paying quantities (to wit:
quantities sufficient to repay the costs of
drilling, completing, and producing oper-
ations, with a reasonable profit) or the Unit
Operator shall at any time establish to the
satisfaction of the AO that further drilling of
said well would be unwarranted or impracti-
cable, provided, however, that Unit Operator
shall not in any event be required to drill
said well to a depth in excess of  feet.
Until the discovery of unitized substances
capable of being produced in paying quan-
tities, the Unit Operator shall continue drill-
ing one well at a time, allowing not more
than 6 months between the completion of
one well and the commencement of drilling
operations for the next well, until a well ca-
pable of producing unitized substances in
paying quantities is completed to the satis-
faction of the AO or until it is reasonably
proved that the unitized land is incapable of
producing unitized substances in paying
quantities in the formations drilled here-
under. Nothing in this section shall be
deemed to limit the right of the Unit Oper-
ator to resign as provided in Section 5, here-
of, or as requiring Unit Operator to com-
mence or continue any drilling during the
period pending such resignation becoming ef-
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fective in order to comply with the require-
ments of this section.

The AO may modify any of the drilling re-
quirements of this section by granting rea-
sonable extensions of time when, in his opin-
ion, such action is warranted.

29a. Multiple well requirements. Notwith-
standing anything in this unit agreement to
the contrary, except Section 25, UNAVOID-
ABLE DELAY,  wells shall be drilled
with not more than 6-months time elapsing
between the completion of the first well and
commencement of drilling operations for the
second well and with not more than 6-
months time elapsing between completion of
the second well and the commencement of
drilling operations for the third well, . . . re-
gardless of whether a discovery has been
made in any well drilled under this provi-
sion. Both the initial well and the second
well must be drilled in compliance with the
above specified formation or depth require-
ments in order to meet the dictates of this
section; and the second well must be located
a minimum of @ miles from the initial
well in order to be accepted by the AO as the
second unit test well, within the meaning of
this section. The third test well shall be dili-
gently drilled, at a location approved by the
AO, to test the formation or to a depth
of  feet, whichever is the lesser, and must
be located a minimum of @ miles from
both the initial and the second test wells.
Nevertheless, in the event of the discovery of
unitized substances in paying quantities by
any well, this unit agreement shall not ter-
minate for failure to complete the well
program, but the unit area shall be con-
tracted automatically, effective the first day
of the month following the default, to elimi-
nate by subdivisions (as defined in Section
2(e) hereof) all lands not then entitled to be
in a participating area.?2

Until the establishment of a participating
area, the failure to commence a well subse-
quent to the drilling of the initial obligation
well, or in the case of multiple well require-
ments, if specified, subsequent to the drilling
of those multiple wells, as provided for in
this (these) section(s), within the time al-
lowed including any extension of time grant-
ed by the AO, shall cause this agreement to
terminate automatically. Upon failure to
continue drilling diligently any well other
than the obligation well(s) commenced here-
under, the AO may, after 15 days notice to
the Unit Operator, declare this unit agree-
ment terminated. Failure to commence drill-
ing the initial obligation well, or the first of
multiple obligation wells, on time and to
drill it diligently shall result in the unit
agreement approval being declared invalid ab
initio by the AO. In the case of multiple well

2Provisions to be included only when a

multiple well obligation is required.
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requirements, failure to commence drilling
the required multiple wells beyond the first
well, and to drill them diligently, may result
in the unit agreement approval being de-
clared invalid ab initio by the AO;

10. PLAN OF FURTHER DEVELOPMENT
AND OPERATION. Within 6 months after
completion of a well capable of producing
unitized substances in paying quantities, the
Unit Operator shall submit for the approval
of the AO an acceptable plan of development
and operation for the unitized land which,
when approved by the authorized officier,
shall constitute the further drilling and de-
velopment obligations of the Unit Operator
under this agreement for the period specified
therein. Thereafter, from time to time before
the expiration of any existing plan, the Unit
Operator shall submit for the approval of the
AO a plan for an additional specified period
for the development and operation of the
unitized land. Subsequent plans should nor-
mally be filed on a calender year basis not
later than March 1 each year. Any proposed
modification or addition to the existing plan
should be filed as a supplement to the plan.

Any plan submitted pursuant to this sec-
tion shall provide for the timely exploration
of the unitized area, and for the diligent
drilling necessary for determination of the
area or areas capable of producing unitized
substances in paying quantities in each and
every productive formation. This plan shall
be as complete and adequate as the AO may
determine to be necessary for timely devel-
opment and proper conservation of the oil
and gas resources in the unitized area and
shall:

(a) Specify the number and locations of
any wells to be drilled and the proposed
order and time for such drilling; and

(b) Provide a summary of operations and
production for the previous year.

Plans shall be modified or supplemented
when necessary to meet changed conditions
or to protect the interests of all parties to
this agreement. Reasonable diligence shall
be exercised in complying with the obliga-
tions of the approved plan of development
and operation. The AO is authorized to grant
a reasonable extension of the 6-month period
herein prescribed for submission of an initial
plan of development and operation where
such action is justified because of unusual
conditions or circumstances.

After completion of a well capable of pro-
ducing unitized substances in paying quan-
tities, no further wells, except such as may
be necessary to afford protection against op-
erations not under this agreement and such
as may be specifically approved by the AO,
shall be drilled except in accordance with an
approved plan of development and operation.

11. PARTICIPATION AFTER DISCOVERY.
Upon completion of a well capable of pro-
ducing unitized substances in paying quan-
tities, or as soon thereafter as required by
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the AO, the Unit Operator shall submit for
approval by the AO, a schedule, based on
subdivisions of the public-land survey or ali-
quot parts thereof, of all land then regarded
as reasonably proved to be productive of
unitized substances in paying quantities.
These lands shall constitute a participating
area on approval of the AO, effective as of
the date of completion of such well or the ef-
fective date of this unit agreement, which-
ever is later. The acreages of both Federal
and non-Federal lands shall be based upon
appropriate computations from the courses
and distances shown on the last approved
public-land survey as of the effective date of
each initial participating area. The schedule
shall also set forth the percentage of unit-
ized substances to be allocated, as provided
in Section 12, to each committed tract in the
participating area so established, and shall
govern the allocation of production com-
mencing with the effective date of the par-
ticipating area. A different participating
area shall be established for each separate
pool or deposit of unitized substances or for
any group thereof which is produced as a sin-
gle pool or zone, and any two or more par-
ticipating areas so established may be com-
bined into one, on approval of the AO. When
production from two or more participating
areas is subsequently found to be from a
common pool or deposit, the participating
areas shall be combined into one, effective as
of such appropriate date as may be approved
or prescribed by the AO. The participating
area or areas so established shall be revised
from time to time, subject to the approval of
the AO, to include additional lands then re-
garded as reasonably proved to be productive
of unitized substances in paying quantities
or which are necessary for unit operations,
or to exclude lands then regarded as reason-
ably proved not to be productive of unitized
substances in paying quantities, and the
schedule of allocation percentages shall be
revised accordingly. The effective date of
any revision shall be the first of the month
in which the knowledge or information is ob-
tained on which such revision is predicated;
provided, however, that a more appropriate
effective date may be used if justified by
Unit Operator and approved by the AO. No
land shall be excluded from a participating
area on account of depletion of its unitized
substances, except that any participating
area established under the provisions of this
unit agreement shall terminate automati-
cally whenever all completions in the forma-
tion on which the participating area is based
are abandoned.

It is the intent of this section that a par-
ticipating area shall represent the area
known or reasonably proved to be productive
of unitized substances in paying quantities
or which are necessary for unit operations;
but, regardless of any revision of the partici-
pating area, nothing herein contained shall
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be construed as requiring any retroactive ad-
justment for production obtained prior to
the effective date of the revision of the par-
ticipating area.

In the absence of agreement at any time
between the Unit Operator and the AO as to
the proper definition or redefinition of a par-
ticipating area, or until a participating area
has, or areas have, been established, the por-
tion of all payments affected thereby shall,
except royalty due the United States, be im-
pounded in a manner mutually acceptable to
the owners of committed working interests.
Royalties due the United States shall be de-
termined by the AO and the amount thereof
shall be deposited, as directed by the AO,
until a participating area is finally approved
and then adjusted in accordance with a de-
termination of the sum due as Federal roy-
alty on the basis of such approved partici-
pating area.

Whenever it is determined, subject to the
approval of the AO, that a well drilled under
this agreement is not capable of production
of unitized substances in paying quantities
and inclusion in a participating area of the
land on which it is situated is unwarranted,
production from such well shall, for the pur-
poses of settlement among all parties other
than working interest owners, be allocated
to the land on which the well is located, un-
less such land is already within the partici-
pating area established for the pool or de-
posit from which such production is ob-
tained. Settlement for working interest ben-
efits from such a nonpaying unit well shall
be made as provided in the unit operating
agreement.

12. ALLOCATION OF PRODUCTION. All
unitized substances produced from a partici-
pating area established under this agree-
ment, except any part thereof used in con-
formity with good operating practices within
the unitized area for drilling, operating, and
other production or development purposes,
or for repressuring or recycling in accord-
ance with a plan of development and oper-
ations that has been approved by the AO, or
unavoidably lost, shall be deemed to be pro-
duced equally on an acreage basis from the
several tracts of unitized land and unleased
Federal land, if any, included in the partici-
pating area established for such production.
Each such tract shall have allocated to it
such percentage of said production as the
number of acres of such tract included in
said participating area bears to the total
acres of unitized land and unleased Federal
land, if any, included in said participating
area. There shall be allocated to the working
interest owner(s) of each tract of unitized
land in said participating area, in addition,
such percentage of the production attrib-
utable to the unleased Federal land within
the participating area as the number of acres
of such unitized tract included in said par-
ticipating area bears to the total acres of
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unitized land in said participating area, for
the payment of the compensatory royalty
specified in section 17 of this agreement. Al-
location of production hereunder for pur-
poses other than for settlement of the roy-
alty, overriding royalty, or payment out of
production obligations of the respective
working interest owners, including compen-
satory royalty obligations under section 17,
shall be prescribed as set forth in the unit
operating agreement or as otherwise mutu-
ally agreed by the affected parties. It is here-
by agreed that production of unitized sub-
stances from a participating area shall be al-
located as provided herein, regardless or
whether any wells are drilled on any par-
ticular part or tract of the participating
area. If any gas produced from one partici-
pating area is used for repressuring or recy-
cling purposes in another participating area,
the first gas withdrawn from the latter par-
ticipating area for sale during the life of this
agreement shall be considered to be the gas
so transferred, until an amount equal to that
transferred shall be so produced for sale and
such gas shall be allocated to the partici-
pating area from which initially produced as
such area was defined at the time that such
transferred gas was finally produced and
sold.

13. DEVELOPMENT OR OPERATION OF
NONPARTICIPATING LAND OR FORMA-
TIONS. Any operator may with the approval
of the AO, at such party’s sole risk, costs,
and expense, drill a well on the unitized land
to test any formation provided the well is
outside any participating area established
for that formation, unless within 90 days of
receipt of notice from said party of his inten-
tion to drill the well, the Unit Operator
elects and commences to drill the well in a
like manner as other wells are drilled by the
Unit Operator under this agreement.

If any well drilled under this section by a
non-unit operator results in production of
unitized substances in paying quantities
such that the land upon which it is situated
may properly be included in a participating
area, such participating area shall be estab-
lished or enlarged as provided in this agree-
ment and the well shall thereafter be oper-
ated by the Unit Operator in accordance
with the terms of this agreement and the
unit operating agreement.

If any well drilled under this section by a
non-unit operator that obtains production in
quantities insufficient to justify the inclu-
sion of the land upon which such well is situ-
ated in a participating area, such well may
be operated and produced by the party drill-
ing the same, subject to the conservation re-
quirements of this agreement. The royalties
in amount or value of production from any
such well shall be paid as specified in the un-
derlying lease and agreements affected.

14. ROYALTY SETTLEMENT. The United
States and any State and any royalty owner
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who is entitled to take in kind a share of the
substances now unitized hereunder shall be
hereafter be entitled to the right to take in
kind its share of the unitized substances, and
Unit Operator, or the non-unit operator in
the case of the operation of a well by a non-
unit operator as herein provided for in spe-
cial cases, shall make deliveries of such roy-
alty share taken in kind in conformity with
the applicable contracts, laws, and regula-
tions. Settlement for royalty interest not
taken in kind shall be made by an operator
responsible therefor under existing con-
tracts, laws and regulations, or by the Unit
Operator on or before the last day of each
month for unitized substances produced dur-
ing the preceding calendar month; provided,
however, that nothing in this section shall
operate to relieve the responsible parties of
any land from their respective lease obliga-
tions for the payment of any royalties due
under their leases.

If gas obtained from lands not subject to
this agreement is introduced into any par-
ticipating area hereunder, for use in repres-
suring, stimulation of production, or increas-
ing ultimate recovery, in conformity with a
plan of development and operation approved
by the AO, a like amount of gas, after settle-
ment as herein provided for any gas trans-
ferred from any other participating area and
with appropriate deduction for loss from any
cause, may be withdrawn from the formation
into which the gas is introduced, royalty free
as to dry gas, but not as to any products
which may be extracted therefrom; provided
that such withdrawal shall be at such time
as may be provided in the approved plan of
development and operation or as may other-
wise be consented to by the AO as con-
forming to good petroleum engineering prac-
tice; and provided further, that such right of
withdrawal shall terminate on the termi-
nation of this unit agreement.

Royalty due the United States shall be
computed as provided in 30 CFR Group 200
and paid in value or delivered in kind as to
all unitized substances on the basis of the
amounts thereof allocated to unitized Fed-
eral land as provided in Section 12 at the
rates specified in the respective Federal
leases, or at such other rate or rates as may
be authorized by law or regulation and ap-
proved by the AO; provided, that for leases
on which the royalty rate depends on the
daily average production per well, said aver-
age production shall be determined in ac-
cordance with the operating regulations as
though each participating area were a single
consolidated lease.

15. RENTAL SETTLEMENT. Rental or
minimum royalties due on leases committed
hereto shall be paid by the appropriate par-
ties under existing contracts, laws, and regu-
lations, provided that nothing herein con-
tained shall operate to relieve the respon-
sible parties of the land from their respec-
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tive obligations for the payment of any rent-
al or minimum royalty due under their
leases. Rental or minimum royalty for lands
of the United States subject to this agree-
ment shall be paid at the rate specified in
the respective leases from the United States
unless such rental or minimum royalty is
waived, suspended, or reduced by law or by
approval of the Secretary or his duly author-
ized representative.

With respect to any lease on non-Federal
land containing provisions which would ter-
minate such lease unless drilling operations
are commenced upon the land covered there-
by within the time therein specified or rent-
als are paid for the privilege of deferring
such drilling operations, the rentals required
thereby shall, notwithstanding any other
provision of this agreement, be deemed to
accure and become payable during the term
thereof as extended by this agreement and
until the required drilling operations are
commenced upon the land covered thereby,
or until some portion of such land is in-
cluded within a participating area.

16. CONSERVATION. Operations hereunder
and production of unitized substances shall
be conducted to provide for the most eco-
nomical and efficient recovery of said sub-
stances without waste, as defined by or pur-
suant to State or Federal law or regulation.

17. DRAINAGE. (a) The Unit Operator shall
take such measures as the AO deems appro-
priate and adequate to prevent drainage of
unitized substances from unitized land by
wells on land not subject to this agreement,
which shall include the drilling of protective
wells and which may include the payment of
a fair and reasonable compensatory royalty,
as determined by the AO.

(b) Whenever a participating area approved
under section 11 of this agreement contains
unleased Federal lands, the value of 12V per-
cent of the production that would be allo-
cated to such Federal lands under section 12
of this agreement, if such lands were leased,
committed, and entitled to participation,
shall be payable as compensatory royalties
to the Federal Government. Parties to this
agreement holding working interests in com-
mitted leases within the applicable partici-
pating area shall be responsible for such
compensatory royalty payment on the vol-
ume of production reallocated from the un-
leased Federal lands to their unitized tracts
under section 12. The value of such produc-
tion subject to the payment of said royalties
shall be determined pursuant to 30 CFR part
206. Payment of compensatory royalties on
the production reallocated from unleased
Federal land to the committed tracts within
the participating area shall fulfill the Fed-
eral royalty obligation for such production,
and said production shall be subject to no
further royalty assessment under section 14
of this agreement. Payment of compensatory
royalties as provided herein shall accrue
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from the date the committed tracts in the
participating area that includes unleased
Federal lands receive a production alloca-
tion, and shall be due and payable monthly
by the last day of the calendar month next
following the calendar month of actual pro-
duction. If leased Federal lands receiving a
production allocation from the participating
area become unleased, compensatory royal-
ties shall accrue from the date the Federal
lands become unleased. Payment due under
this provision shall end when the unleased
Federal tract is leased or when production of
unitized substances ceases within the par-
ticipating area and the participating area is
terminated, whichever occurs first.

18. LEASES AND CONTRACTS CON-
FORMED AND EXTENDED. The terms, con-
ditions, and provisions of all leases, sub-
leases, and other contracts relating to explo-
ration, drilling, development or operation
for oil or gas on lands committed to this
agreement are hereby expressly modified and
amended to the extent necessary to make
the same conform to the provisions hereof,
but otherwise to remain in full force and ef-
fect; and the parties hereto hereby consent
that the Secretary shall and by his approval
hereof, or by the approval hereof by his duly
authorized representative, does hereby estab-
lish, alter, change, or revoke the drilling,
producing, rental, minimum royalty, and
royalty requirements of Federal leases com-
mitted hereto and the regulations in respect
thereto to conform said requirements to the
provisions of this agreement, and, without
limiting the generality of the foregoing, all
leases, subleases, and contracts are particu-
larly modified in accordance with the fol-
lowing:

(a) The development and operation of lands
subject to this agreement under the terms
hereof shall be deemed full performance of
all obligations for development and oper-
ation with respect to each and every sepa-
rately owned tract subject to this agree-
ment, regardless of whether there is any de-
velopment of any particular tract of this
unit area.

(b) Drilling and producing operations per-
formed hereunder upon any tract of unitized
lands will be accepted and deemed to be per-
formed upon and for the benefit of each and
every tract of unitized land, and no lease
shall be deemed to expire by reason of failure
to drill or produce wells situated on the land
therein embraced.

(c) Suspension of drilling or producing op-
erations on all unitized lands pursuant to di-
rection or consent of the AO shall be deemed
to constitute such suspension pursuant to
such direction or consent as to each and
every tract of unitized land. A suspension of
drilling or producing operations limited to
specified lands shall be applicable only to
such lands.
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(d) Each lease, sublease, or contract relat-
ing to the exploration, drilling, development,
or operation for oil or gas of lands other
than those of the United States committed
to this agreement which, by its terms might
expire prior to the termination of this agree-
ment, is hereby extended beyond any such
term so provided therein so that it shall be
continued in full force and effect for and dur-
ing the term of this agreement.

(e) Any Federal lease committed hereto
shall continue in force beyond the term so
provided therein or by law as to the land
committed so long as such lease remains
subject hereto, provided that production of
unitized substances in paying quantities is
established under this unit agreement prior
to the expiration date of the term of such
lease, or in the event actual drilling oper-
ations are commenced on unitized land, in
accordance with provisions of this agree-
ment, prior to the end of the primary term of
such lease and are being diligently pros-
ecuted at that time, such lease shall be ex-
tended for 2 years, and so long thereafter as
oil or gas is produced in paying quantities in
accordance with the provisions of the Min-
eral Leasing Act, as amended.

(f) Each sublease or contract relating to
the operation and development of unitized
substances from lands of the United States
committed to this agreement, which by its
terms would expire prior to the time at
which the underlying lease, as extended by
the immediately preceding paragraph, will
expire is hereby extended beyond any such
term so provided therein so that it shall be
continued in full force and effect for and dur-
ing the term of the underlying lease as such
term is herein extended.

(g) The segregation of any Federal lease
committed to this agreement is governed by
the following provision in the fourth para-
graph of sec. 17(m) of the Mineral Leasing
Act, as amended by the Act of September 2,
1960 (74 Stat. 781-784) (30 U.S.C. 226(m)):

“Any [Federal] lease heretofore or here-
after committed to any such [unit] plan em-
bracing lands that are in part within and in
part outside of the area covered by any such
plan shall be segregated into separate leases
as to the lands committed and the lands not
committed as of the effective date of unitiza-
tion: Provided, however, That any such lease
as to the nonunitized portion shall continue
in force and effect for the term thereof but
for not less than two years from the date of
such segregation and so long thereafter as
oil or gas is produced in paying quantities.”
If the public interest requirement is not sat-
isfied, the segregation of a lease and/or ex-
tension of a lease pursuant to 43 CFR 3107.3—
2 and 43 CFR 3107.4, respectively, shall not be
effective.

3(h) Any lease, other than a Federal lease,
having only a portion of its lands committed
hereto shall be segregated as to the portion
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committed and the portion not committed,
and the provisions of such lease shall apply
separately to such segregated portions com-
mencing as of the effective date hereof. In
the event any such lease provides for a lump-
sum rental payment, such payment shall be
prorated between the portions so segregated
in proportion to the acreage of the respective
tracts.

19. CONVENANTS RUN WITH LAND. The
covenants herein shall be construed to be
covenants running with the land with re-
spect to the interests of the parties hereto
and their successors in interest until this
agreement terminates, and any grant, trans-
fer or conveyance of interest in land or
leases subject hereto shall be and hereby is
conditioned upon the assumption of all privi-
leges and obligations hereunder by the
grantee, transferee, or other successor in in-
terest. No assignment or transfer of any
working interest, royalty, or other interest
subject hereto shall be binding upon Unit Op-
erator until the first day of the calendar
month after Unit Operator is furnished with
the original, photostatic, or certified copy of
the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This
agreement shall become effective upon ap-
proval by the AO and shall automatically
terminate 5 years from said effective date
unless:

(a) Upon application by the Unit Operator
such date of expiration is extended by the
AO, or

(b) It is reasonably determined prior to the
expiration of the fixed term or any extension
thereof that the unitized land is incapable of
production of unitized substances in paying
quantities in the formations tested here-
under, and after notice of intention to termi-
nate this agreement on such ground is given
by the Unit Operator to all parties in inter-
est at their last known addresses, this agree-
ment is terminated with the approval of the
AO, or

(c) A valuable discovery of unitized sub-
stances in paying quantities has been made
or accepted on unitized land during said ini-
tial term or any extension thereof, in which
event this agreement shall remain in effect
for such term and so long thereafter as unit-
ized substances can be produced in quantities
sufficient to pay for the cost of producing
same from wells on unitized land within any
participating area established hereunder.
Should production cease and diligent drilling
or reworking operations to restore produc-
tion or new production are not in progress
within 60 days and production is not restored
or should new production not be obtained in
paying quantities on committed lands within
this unit area, this agreement will automati-

30ptional paragraph to be used only when
applicable.
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cally terminate effective the last day of the
month in which the last unitized production
occurred, or

(d) It is voluntarily terminated as provided
in this agreement. Except as noted herein,
this agreement may be terminated at any
time prior to the discovery of unitized sub-
stances which can be produced in paying
quantities by not less than 75 per centum, on
an acreage basis, of the working interest
owners signatory hereto, with the approval
of the AO. The Unit Operator shall give no-
tice of any such approval to all parties herto.
If the public interest requirement is not sat-
isfied, the approval of this unit by the AO
shall be invalid.

21. RATE OF PROSPECTING, DEVELOP-
MENT, AND PRODUCTION. The AO is here-
by vested with authority to alter or modify
from time to time, in his discretion, the
quantity and rate of production under this
agreement when such quantity and rate are
not fixed pursuant to Federal or State law,
or do not conform to any Statewide vol-
untary conservation or allocation program
which is established, recognized, and gen-
erally adhered to by the majority of opera-
tors in such State. The above authority is
hereby limited to alteration or modifications
which are in the public interest. The public
interest to be served and the purpose thereof,
must be stated in the order of alteration or
modification. Without regard to the fore-
going, the AO is also hereby vested with au-
thority to alter or modify from time to time,
in his discretion, the rate of prospecting and
development and the quantity and rate of
production under this agreement when such
alteration or modification is in the interest
of attaining the conservation objectives stat-
ed in this agreement and is not in violation
of any applicable Federal or State law.

Powers is the section vested in the AO
shall only be exercised after notice to Unit
Operator and opportunity for hearing to be
held not less than 15 days from notice.

22. APPEARANCES. The Unit Operator
shall, after notice to other parties affected,
have the right to appear for and on behalf of
any and all interests affected hereby before
the Department of the Interior and to appeal
from orders issued under the regulations of
said Department, or to apply for relief from
any of said regulations, or in any pro-
ceedings relative to operations before the
Department, or any other legally constituted
authority; provided, however, that any other
interested party shall also have the right at
its own expense to be heard in any such pro-
ceeding.

23. NOTICES. All notices, demands, or
statements required hereunder to be given or
rendered to the parties hereto shall be in
writing and shall be personally delivered to
the party or parties, or sent by postpaid reg-
istered or certified mail, to the last-known
address of the party or parties.
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24. NO WAIVER OF CERTAIN RIGHTS.
Nothing contained in this agreement shall be
construed as a waiver by any party hereto of
the right to assert any legal or constitu-
tional right or defense as to the validity or
invalidity of any law of the State where the
unitized lands are located, or of the United
States, or regulations issued thereunder in
any way affecting such party, or as a waiver
by any such party of any right beyond his or
its authority to waive.

25. UNAVOIDABLE DELAY. All obliga-
tions under this agreement requiring the
Unit Operator to commence or continue
drilling, or to operate on, or produce unitized
substances from any of the lands covered by
this agreement, shall be suspended while the
Unit Operator, despite the exercise of due
care and diligence, is prevented from com-
plying with such obligations, in whole or in
part, by strikes, acts of God, Federal, State,
or municipal law or agencies, unavoidable
accidents, uncontrollable delays in transpor-
tation, inability to obtain necessary mate-
rials or equipment in the open market, or
other matters beyond the reasonable control
of the Unit Operator, whether similar to
matters herein enumerated or not.

26. NONDISCRIMINATION. In connection
with the performance of work under this
agreement, the Unit Operator agrees to com-
ply with all the provisions of section 202 (1)
to (7) inclusive, of Executive Order 11246 (30
FR 12319), as amended, which are hereby in-
corporated by reference in this agreement.

27. LOSS OF TITLE. In the event title to
any tract of unitized land shall fail and the
true owner cannot be induced to join in this
unit agreement, such tract shall be auto-
matically regarded as not committed hereto,
and there shall be such readjustment of fu-
ture costs and benefits as may be required on
account of the loss of such title. In the event
of a dispute as to title to any royalty, work-
ing interest, or other interests subject there-
to, payment or delivery on account thereof
may be withheld without liability for inter-
est until the dispute is finally settled; pro-
vided, that, as to Federal lands or leases, no
payments of funds due the United States
shall be withheld, but such funds shall be de-
posited as directed by the AO, to be held as
unearned money pending final settlement of
the title dispute, and then applied as earned
or returned in accordance with such final
settlement.

Unit Operator as such is relieved from any
responsibility for any defect or failure of any
title hereunder.

28. NONJOINDER AND SUBSEQUENT
JOINDER. If the owner of any substantial in-
terest in a tract within the unit area fails or
refuses to subscribe or consent to this agree-
ment, the owner of the working interest in
that tract may withdraw the tract from this
agreement by written notice delivered to the
proper BLM office and the Unit Operator
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prior to the approval of this agreement by
the AO. Any oil or gas interests in lands
within the unit area not committed hereto
prior to final approval may thereafter be
committed hereto by the owner or owners
thereof subscribing or consenting to this
agreement, and, if the interest is a working
interest, by the owner of such interest also
subscribing to the unit operating agreement.
After operations are commenced hereunder,
the right of subsequent joinder, as provided
in this section, by a working interest owner
is subject to such requirements or ap-
proval(s), if any, pertaining to such joinder,
as may be provided for in the unit operating
agreement. After final approval hereof, join-
der by a nonworking interest owner must be
consented to in writing by the working in-
terest owner committed hereto and respon-
sible for the payment of any benefits that
may accrue hereunder in behalf of such non-
working interest. A nonworking interest
may not be committed to this unit agree-
ment unless the corresponding working in-
terest is committed hereto. Joinder to the
unit agreement by a working interest owner,
at any time, must be accompanied by appro-
priate joinder to the unit operating agree-
ment, in order for the interest to be regarded
as committed to this agreement. Except as
may otherwise herein be provided, subse-
quent joinders to this agreement shall be ef-
fective as of the date of the filing with the
AO of duly executed counterparts of all or
any papers necessary to establish effective
commitment of any interest and/or tract to
this agreement.

29. COUNTERPARTS. This agreement may
be executed in any number of counterparts,
no one of which needs to be executed by all
parties, or may be ratified or consented to by
separate instrument in writing specifically
referring hereto and shall be binding upon all
those parties who have executed such a coun-
terpart, ratification, or consent hereto with
the same force and effect as if all such par-
ties had signed the same document, and re-
gardless of whether or not it is executed by
all other parties owning or claiming an in-
terest in the lands within the above-de-
scribed unit area.

430. SURRENDER. Nothing in this agree-
ment shall prohibit the exercise by any
working interest owner of the right to sur-
render vested in such party by any lease,
sublease, or operating agreement as to all or
any part of the lands covered thereby, pro-
vided that each party who will or might ac-
quire such working interest by such sur-
render or by forfeiture as hereafter set forth,
is bound by the terms of this agreement.

40ptional sections and subsection. (Agree-

ments submitted for final approval should
Continued
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If as a result of any such surrender, the
working interest rights as to such lands be-
come vested in any party other than the fee
owner of the unitized substances, said party
may forfeit such rights and further benefits
from operations hereunder as to said land to
the party next in the chain of title who shall
be and become the owner of such working in-
terest.

If as the result of any such surrender or
forfeiture working interest rights become
vested in the fee owner of the unitized sub-
stances, such owner may:

(a) Accept those working interest rights
subject to this agreement and the unit oper-
ating agreement; or

(b) Lease the portion of such land as is in-
cluded in a participating area established
hereunder subject to this agreement and the
unit operating agreement; or

(c) Provide for the independent operation
of any part of such land that is not then in-
cluded within a participating area estab-
lished hereunder.

If the fee owner of the unitized substances
does not accept the working interest rights
subject to this agreement and the unit oper-
ating agreement or lease such lands as above
provided within 6 months after the surren-
dered or forfeited, working interest rights
become vested in the fee owner; the benefits
and obligations of operations accruing to
such lands under this agreement and the
unit operating agreement shall be shared by
the remaining owners of unitized working in-
terests in accordance with their respective
working interest ownerships, and such own-
ers of working interests shall compensate
the fee owner of unitized substances in such
lands by paying sums equal to the rentals,
minimum royalties, and royalties applicable
to such lands under the lease in effect when
the lands were unitized.

An appropriate accounting and settlement
shall be made for all benefits accruing to or
payments and expenditures made or incurred
on behalf of such surrendered or forfeited
working interests subsequent to the date of
surrender or forfeiture, and payment of any
moneys found to be owing by such an ac-
counting shall be made as between the par-
ties within 30 days.

The exercise of any right vested in a work-
ing interest owner to reassign such working
interest to the party from whom obtained
shall be subject to the same conditions as set
forth in this section in regard to the exercise
of a right to surrender.

431. TAXES. The working interest owners
shall render and pay for their account and
the account of the royalty owners all valid
taxes on or measured by the unitized sub-
stances in and under or that may be pro-

“

not identify section or provision as
tional.”)

op-
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duced, gathered and sold from the land cov-
ered by this agreement after its effective
date, or upon the proceeds derived there-
from. The working interest owners on each
tract shall and may charge the proper pro-
portion of said taxes to royalty owners hav-
ing interests in said-tract, and may cur-
rently retain and deduct a sufficient amount
of the unitized substances or derivative prod-
ucts, or net proceeds thereof, from the allo-
cated share of each royalty owner to secure
reimbursement for the taxes so paid. No such
taxes shall be charged to the United States
or the State of  or to any lessor who has
a contract with his lessee which requires the
lessee to pay such taxes.

432. NO PARTNERSHIP. It is expressly
agreed that the relation of the parties hereto
is that of independent contractors and noth-
ing contained in this agreement, expressed
or implied, nor any operations conducted
hereunder, shall create or be deemed to have
created a partnership or association between
the parties hereto or any of them.

IN WITNESS WHEREOF, the parties here-
to have caused this agreement to be executed
and have set opposite their respective names
the date of execution.

Unit Operator

Working Interest Owners

Other Interest Owners

General Guidelines

1. Executed agreement to be legally com-
plete.

2. Agreement submitted for approval must
contain Exhibit A and B in accordance with
models shown in §§3186.1-1 and 3186.1-2 of
this title.

3. Consents should be identified (in pencil)
by tract numbers as listed in Exhibit B and
assembled in that order as far as practical.
Unit agreements submitted for approval
shall include a list of the overriding royalty
interest owners who have executed ratifica-
tions of the unit agreement. Subsequent
joinders by overriding royalty interest own-
ers shall be submitted in the same manner,
except each must include or be accompanied
by a statement that the corresponding work-
ing interest owner has consented in writing
to such joinder. Original ratifications of
overriding royalty owners will be kept on
file by the Unit Operator or his designated
agent.

4. All leases held by option should be noted
on Exhibit B with an explanation as to the
type of option, i.e., whether for operating
rights only, for full leasehold record title, or
for certain interests to be earned by perform-
ance. In all instances, optionee committing
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such interests is expected to exercise option
promptly.

5. All owners of oil and gas interests must
be invited to join the unit agreement, and
statement to that effect must accompany ex-
ecuted agreement, together with summary of
results of such invitations. A written reason
for all interest owners who have not joined
shall be furnished by the unit operator.

6. In the event fish and wildlife lands are
included, add the following as a separate sec-
tion:

“Wildlife Stipulation. Nothing in this unit
agreement shall modify the special Federal
lease stipulations applicable to lands under
the jurisdiction of the United States Fish
and Wildlife Service.”

7. In the event National Forest System
lands are included within the unit area, add
the following as a separate section:

‘“Forest Land Stipulation. Notwith-
standing any other terms and conditions
contained in this agreement, all of the stipu-
lations and conditions of the individual
leases between the United States and its les-
sees or their successors or assigns embracing
lands within the unit area included for the
protection of lands or functions under the ju-
risdiction of the Secretary of Agriculture
shall remain in full force and effect the same
as though this agreement had not been en-
tered into, and no modification thereof is au-
thorized except with the prior consent in
writing of the Regional Forester, United
States Forest Service, s

I

8. In the event National Forest System
lands within the Jackson Hole Area of Wyo-
ming are included within the unit area, addi-
tional ‘‘special” stipulations may be re-
quired to be included in the unit agreement
by the U.S. Forest Service, including the
Jackson Hole Special Stipulation.

9. In the event reclamation lands are in-
cluded, add the following as a new separate
section:

‘“Reclamation Lands. Nothing in this
agreement shall modify the special, Federal
lease stipulations applicable to lands under
the jurisdiction of the Bureau of Reclama-
tion.”

10. In the event a powersite is embraced in
the proposed unit area, the following section
should be added:

‘“Powersite. Nothing in this agreement
shall modify the special, Federal lease stipu-

§3186.1

lations applicable to lands under the juris-
diction of the Federal Energy Regulatory
Commission.”

11. In the event special surface stipulations
have been attached to any of the Federal oil
and gas leases to be included, add the fol-
lowing as a separate section:

‘““‘Special surface stipulations. Nothing in
this agreement shall modify the special Fed-
eral lease stipulations attached to the indi-
vidual Federal oil leases.”

12. In the event State lands are included in
the proposed unit area, add the appropriate
State Lands Section as separate section.

(See §3181.4(a) of this title).

13. In the event restricted Indian lands are
involved, consult the AO regarding appro-
priate requirements under §3181.4(b) of this
title.

CERTIFICATION—DETERMINATION

Pursuant to the authority vested in the
Secretary of the Interior, under the Act ap-
proved February 25, 1920, 41 Stat. 437, as
amended, 30 U.S.C. sec. 181, et seq., and dele-
gated to (the appropriate Name and Title of
the authorized officer, BLM) under the au-
thority of 43 CFR part 3180, I do hereby:

A. Approve the attached agreement for the
development and operation of the  , Unit
Area, State of . This approval shall be
invalid ab initio if the public interest require-
ment under §3183.4(b) of this title is not met.

B. Certify and determine that the unit plan
of development and operation contemplated
in the attached agreement is necessary and
advisable in the public interest for the pur-
pose of more properly conserving the natural
resources.

C. Certify and determine that the drilling,
producing, rental, minimum royalty, and
royalty requirements of all Federal leases
committed to said agreement are hereby es-
tablished altered, changed, or revoked to
conform with the terms and conditions of
this agreement.

Dated

(Name and Title of authorized officer of the
Bureau of Land Management)

[48 FR 26766, June 10, 1983. Redesignated and
amended at 48 FR 36587, 36588, Aug. 12, 1983;
53 FR 17365, May 16, 1988; 53 FR 31867, 31959,
Aug. 22, 1988; 58 FR 58633, Nov. 2, 1993; 59 FR
16999, Apr. 11, 1994]
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§3186.1-1 Model Exhibit “A”.

Company Name
Exhibit A
Swan Unit Area
Campbell County, Wyoming

R. 59 W.
DEER FROST
6-30-88 6-30-81
16 {D— 15 (D)
78620 W - 8470 .
FROST \?,MTTN FROST HOLDER :
6-30-85 &{1 2 \ 6-30-81 2.28-86__r---
24N -
210 22 23 () i
:-—-
w-41345 N \J). CooR w.8470 | wW-53970: ;
FROST DEER et al DEER HOLDER N
6-30-85 123185 2:28-86(8%- -~ .
L}
28 27 26 25—
® ® ® |om-
12:3185(5k - -~
W -41345 W-41679 W -52780 W.-52780 1
DEERetal. N . o‘ER\j DEER DEER__ ¢
6-30-85 &@ 2 7-3181_  [6.30.88 __3--
33 34{@% 35 ——36~4
N \\
L
W-41679 N Mben ‘et w.9123  |[78-620 »

®

Means tract number as listed on Exhibit B

Public Land

State Land

Patented Land

Scale - Generally 2 = 1 mile.

Include acreage for all irregular sections and lots.
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§3186.1-2 Model Exhibit “B”.

SWAN UNIT AREA, CAMPBELL COUNTY, WYOMING

Serial No. and | Basic royalt; Overriding roy- | Working inter-
T,\rlid Description of land ggl"e%f expiration date | and owngrsh)i,p Lerzgg?d‘)f alty andgpery est an% per-
: of lease percentage centage centage
All'in the area of
T54N-R59W, 6th
P.M..
Federal Land
1. Sec. 14: All ..o 1,920.00 | W-8470, 6— US. Al ... T.J. Cook T.J. Cook 2% | Frost Oil Co.
30-81. 100%. 100%.
Sec. 15: All.
Sec. 23: All.
2 . Sec. 35: All oo 640.00 | W-9123, 7— US:AI ... O.M. Odom O.M. Odom Deer Oil Co.
31-81. 100%. 1%. 100%.
3 Sec. 21: All ..o 1,280.00 | W—41345, 6— | US.: Al ......... Max Pen 50% | Max Pen 1% .. | Frost Oil Co.
30-85. 100%.
SeC. 28: Al s | i | e | e Sam Small Sam Small 1%
50%.
4 ... Sec. 27: All ......ueeunee. 1,280.00 | W—-41679, 6— US. Al ... Al Preen Al Preen 2% .. | Deer Qil Co.
30-85. 100%. 50%.
.................................................................................................................................................. Doe Oil
Co.,30%
.................................................................................................................................................. Able Drilling
Co. 20%.
SeC. 33: All i | i | e | e | e | e Deer Oil Co.
50%.
.................................................................................................................................................. Doe Qil Co.,
30%
.................................................................................................................................................. Able Drilling
Co. 20%.
5. Sec. 26: All ... 961.50 | W-52780,12— | U.S.: All ......... | Deer Qil Co. J.G. Goodin Deer Qil Co.
31-85. 100%. 2%. 100%.
Sec. 25: Lots 3,4,
SWVa, W2SEVa.
6 ... Sec. 24: Lots 965.80 | W-53970, 2— | US.: All ......... T.H. Holder | ..o T.H. Holder
1,2,3,4, Wz, 28-86. 100%. 100%.
Wi2E"2 (All).
Sec. 25: Lots
1,2,NW1a, W12NE/4.
6 Federal tracts total-
ling 7,047.30 acres
or 68.76018% of
unit area.
State Land
7 e Sec. 16: All ....cceveenee 1,280.60 | 78620, 6-30— | State: All ........ Deer Oil Co. T.T. Timo 2% | Deer Oil Co.
88. 100%. 100%.
Sec. 36: Lots 1, 2, 3,
4, Wiz, Wi2E"2
(All).
1 State tract totalling
1,280.60 acres or
12.49476% of unit
area..
Patented Land
8 ... Sec. 13: Lots 1, 2, 3, 641.20 | 5-31-82 ......... J.C. Smith: Doe Oil Co. | wooverieeieeiees Doe Oil Co.
4, Wz, W2E"2 100%. 100%. 100%.
(Ally.
9 ... Sec. 22: All ...coevenenes 640.00 | 5-31-82 ......... T.J. Cook: W.W. Smith Sam Spade W.W. Smith
100%. 100%. 1%. 100%.
10 .... | Sec. 34: All ................. 640.00 | 6-30-82 ......... A.A. Aben: Deer Oil Co. | oovriviniiicicinae Deer Oil Co.
75%, L.P. 100%. 100%.
Carr: 25%.
3 Patented tracts total-
ling 1,921.20 acres
or 18.74506% of
unit area.

Total: 10 tracts 10,249.10 acres in entire unit area.

[48 FR 26766, June 10, 1983. Redesignated at 48 FR 36587, Aug. 12, 1983, and amended at 51 FR
34604, Sept. 30, 1986]
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§3186.2 Model collective bond.

COLLECTIVE CORPORATE SURETY BOND

Know all men by these presents. That we,
(Name of unit operator),
signing as Principal, for and on behalf of the
record owners of unitized substances now or
hereafter covered by the unit agreement for
the (Name of unit), ap-
proved (Date)
(Name and address of
Surety), as Surety are jointly and severally
held and firmly bound unto the United
States of America in the sum of
(Amount of bond) Dollars, lawful money of
the United States, for the use and benefit of
and to be paid to the United States and any
entryman or patentee of any portion of the
unitized land here-to-fore entered or pat-
ented with the reservation of the oil or gas
deposits to the United States, for which pay-
ment, well and truly to be made, we bind
ourselves, and each of us, and each of our
heirs, executors, administrators, successors,
and assigns by these presents.

The condition of the foregoing obligation
is such, that, whereas the Secretary of the
Interior on (Date) approved
under the provisions of the Act of February
25, 1920, 41 Stat. 437, 30 U.S.C. secs. 181 et seq.,
as amended by the Act of August 8, 1946, 60
Stat. 950, a unit agreement for the develop-
ment and operation of the

(Name of unit and

State); and

Whereas said Principal and record owners
of unitized substances, pursuant to said unit
agreement, have entered into certain cov-
enants and agreements as set forth therein,
under which operations are to be conducted;
and

Whereas said Principal as Unit Operator
has assumed the duties and obligations of
the respective owners of unitized substances
as defined in said unit agreement; and

Whereas said Principal and Surety agree to
remain bound in the full amount of the bond
for failure to comply with the terms of the
unit agreement, and the payment of rentals,
minimum royalties, and royalties due under
the Federal leases committed to said unit
agreement; and

Whereas the Surety hereby waives any
right of notice of and agrees that this bond
may remain in force and effect notwith-
standing;

(a) Any additions to or change in the own-
ership of the unitized substances herein de-
scribed;

(b) Any suspension of the drilling or pro-
ducing requirements or waiver, suspension,
or reduction of rental or minimum royalty
payments or reduction of royalties pursuant
to applicable laws or regulations thereunder;
and
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Whereas said Principal and Surety agree to
the payment of compensatory royalty under
the regulations of the Interior Department
in lieu of drilling necessary offset wells in
the event of drainage; and

Whereas nothing herein contained shall
preclude the United States (from requiring
an additional bond at any time when deemed
necessary);

Now, therefore, if the said Principal shall
faithfully comply with all of the provisions
of the above-indentified unit agreement and
with the terms of the leases committed
thereto, then the above obligation is to be of
no effect; otherwise to remain in full force
and virtue.

Signed, sealed, and delivered this
day of , in the presence of:
Witnesses:
(Principal)
(Surety)

§3186.3 Model for designation of suc-
cessor unit operator by working in-
terest owners.

Designation of successor Unit Operator

Unit Area, County of , State of
. No. .
This indenture, dated as of the
day of , 19 , by and between

, hereinafter designated as
“First Party,” and the owners of unitized
working interests, hereinafter designated as
‘‘Second Parties,”

Witnesseth: Whereas under the provisions
of the Act of February 25, 1920, 41 Stat. 437,
30 U.S.C. secs. 181, et seq., as amended by the
Act of August 8, 1946, 60 Stat. 950, the Sec-

retary of the Interior, on the day
of ,19 , approved a unit agree-
ment Unit Area, wherein

is designated as Unit Oper-
ator, and

Whereas said has re-
signed as such Operator! and the designation
of a successor Unit Operator is now required
pursuant to the terms thereof; and

Whereas the First Party has been and here-
by is designated by Second Parties as Unit
Operator, and said First Party desires to as-
sume all the rights, duties, and obligations
of Unit Operator under the said unit agree-
ment:

Now, therefore, in consideration of the
premises hereinbefore set forth and the

1Where the designation of a successor Unit

Operator is required for any reason other
than resignation, such reason shall be sub-
stituted for the one stated.
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promises hereinafter stated, the First Party
hereby covenants and agrees to fulfill the du-
ties and assume the obligations of Unit Oper-
ator under and pursuant to all the terms of
the unit agreement, and the Second
Parties covenant and agree that, effective
upon approval of this indenture by the
(Name and Title of authorized officer, BLM)
First Party shall be granted the exclusive
right and privilege of exercising any and all
rights and privileges as Unit Operator, pur-
suant to the terms and conditions of said
unit agreement; said Unit agreement being
hereby incorporated herein by reference and
made a part hereof as fully and effectively as
though said unit agreement were expressly
set forth in this instrument.

In witness whereof, the parties hereto have
executed this instrument as of the date here-
inabove set forth.

(Witnesses)

(Witnesses)

(First Party)

(Second Party)

I hereby approve the foregoing indenture
designating as Unit Oper-
ator under the unit agreement for the
Unit Area, this day of s
19 .

Authorized officer of the Bureau of Land
Management.

[48 FR 26766, June 10, 1983. Redesignated at 48
FR 365687, Aug. 12, 1983, as amended at 51 FR
34604, Sept. 30, 1986]

§3186.4 Model for change in unit oper-
ator by assignment.

Change in Unit Operator Unit Area,

County of s State of

, No. . This indenture, dated

as of the - day of - s
19 ., by and between

hereinafter designated as ‘“‘First Party,” and
) hereinafter designated as
‘‘Second Party.”

Witnesseth: Whereas under the provisions
of the Act of February 25, 1920, 41 Stat. 437 30
U.S.C. secs. 181, et seq., as amended by the
Act of August 8, 1946, 60 Stat. 950, the De-
partment of the Interior, on the
day of ,19 |, approved a unit
agreement for the Unit Area, wherein
the First Party is designated as Unit Oper-
ator; and

Whereas the First Party desires to trans-
fer, assign, release, and quitclaim, and the
Second Party desires to assume all the
rights, duties and obligations of Unit Oper-
ator under the unit agreement; and

Pt. 3190

Whereas for sufficient and valuable consid-
eration, the receipt whereof is hereby ac-
knowledged, the First Party has transferred,
conveyed, and assigned all his/its rights
under certain operating agreements involv-
ing lands within the area set forth in said
unit agreement unto the Second Party;

Now, therefore, in consideration of the
premises hereinbefore set forth, the First
Party does hereby transfer, assign, release,
and quitclaim unto Second Party all of First
Party’s rights, duties, and obligations as
Unit Operator under said unit agreement;
and

Second Party hereby accepts this assign-
ment and hereby covenants and agrees to
fulfill the duties and assume the obligations
of Unit Operator under and pursuant to all
the terms of said unit agreement to the full
extent set forth in this assignment, effective
upon approval of this indenture by the
(Name and Title of authorized officer, BLM);
said unit agreement being hereby incor-
porated herein by reference and made a part
hereof as fully and effectively as though said
unit agreement were expressly set forth in
this instrument.

In witness whereof, the parties hereto have
executed this instrument as of the date here-
inabove set forth.

(Witnesses)

(Witnesses)

(First Party)

(Second Party)
I hereby approve the foregoing indenture

designating as Unit Operator under
the unit agreement for the Unit Area,
this day of s
19 .

Authorized officer of the Bureau of Land
Management

PART 3190—DELEGATION OF AU-
THORITY, COOPERATIVE AGREE-
MENTS AND CONTRACTS FOR
OIL AND GAS INSPECTION

Subpart 3190—Delegation of Authority, Co-
operative Agreements and Contracts
for Oil and Gas Inspections: General

Sec.
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otherwise noted.
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Subpart 3190—Delegation of Au-
thority, Cooperative Agree-
ments and Contracts for Oil
anc: Gas Inspections: Gen-
era

§3190.0-1 Purpose.

The purpose of the part is to provide
procedures for approval, implementa-
tion and administration of delegations
of authority, cooperative agreements
and contracts for inspection, enforce-
ment and investigative activities re-
lated to oil and gas production oper-
ations on Federal and Indian lands
under the provisions of the Federal Oil
and Gas Royalty Management Act of
1982 (30 U.S.C. 1701 et seq.).

§3190.0-3 Authority.

The Federal Oil and Gas Royalty
Management Act of 1982 (30 U.S.C. 1701
et seq.).

§3190.0-4 Objective.

The objective of this part is to assure
that delegations of authority, coopera-
tive agreements and contracts as pro-
vided for under the Federal Oil and Gas
Royalty Management Act are carried
out in accordance with the provisions
of the Act and this title.

§3190.0-5 Definitions.

As used in this part, the term:

(a) Inspection means the examination
of oil and gas lease sites, records or
motor vehicle documentation by an au-
thorized representative of the Sec-
retary of the Interior to determine if
there is compliance with applicable
regulations, Onshore Oil and Gas or-
ders, approvals, Notices to Lessees and
Operators, approvals, other written or-
ders, the mineral leasing laws, and the
Federal Oil and Gas Royalty Manage-
ment Act.

(b) Investigation means any inquiry
into any action by or on behalf of a les-
see or operator of a Federal or Indian
lease, or transporter of oil from such
lease.

(c) Contractor means any individual,
corporation, association, partnership,
consortium or joint venture who has
contracted to carry out activities
under this part.
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(d) Enforcement means action taken
by an authorized representative of the
Secretary in order to obtain compli-
ance with applicable regulations, On-
shore Oil and Gas Orders, Notices to
Lessees and Operators, approvals, other
written orders, the mineral leasing
laws, and the Federal Oil and Gas Roy-
alty Management Act.

(e) Indian lands means any lands or
interests in lands of an Indian tribe or
an Indian allottee held in trust by the
United States or which is subject to
Federal restriction against alienation,
including mineral resources and min-
eral estates reserved to an Indian tribe
or Indian allottee in the conveyance of
a surface or nonmineral estate, except
that such term does not include any
lands subject to the provisions of sec-
tion 3 of the Act of June 28, 1906 (34
Stat. 539).

(f) Proprietary data means informa-
tion obtained from a lessee that con-
stitutes trade secrets, or commercial
or financial information that is privi-
leged or confidential, or other informa-
tion that may be withheld under the
Freedom of Information Act (b U.S.C.
552(b)).

§3190.0-7 Cross references.

(a) 25 CFR 211.18; 212.24; 213.34.
(b) 30 CFR part 229.
(c) 43 CFR part 3160.

§3190.1 Proprietary data.

With regard to any data or informa-
tion obtained by a State, Indian tribe
or individual, whether under a delega-
tion of authority, cooperative agree-
ment or contract, the following ap-
plies:

(a) Proprietary data shall be made
available to a State or Indian tribe
pursuant to a cooperative agreement
under the provisions of 30 U.S.C. 1732 if
such State or Indian tribe:

(1) Consents in writing to restrict the
dissemination of such information to
such persons directly involved in an in-
vestigation under 30 U.S.C. 1732 who
need the information to conduct the in-
vestigation;

(2) Agrees in writing to accept liabil-
ity for wrongful disclosure;

(3) In the case of a State, the State
demonstrates that such information is
essential to the conduct of an inves-

§3190.2-2

tigation or to litigation under 30 U.S.C.
1734; and

(4) In the case of an Indian tribe, the
tribe demonstrates that such informa-
tion is essential to the conduct of an
audit or investigation and waives sov-
ereign immunity by express consent for
wrongful disclosure.

(b)(1) Any person or State that ob-
tains proprietary data pursuant to a
delegation of authority, cooperative
agreement or contract under this part
is subject to the same provisions of law
with respect to the disclosure of such
information as would apply to any offi-
cer or employee of the United States.

(2) Disclosure of proprietary data ob-
tained pursuant to a delegation of au-
thority, cooperative agreement, or con-
tract under this part may not be com-
pelled under State law.

§3190.2 Recordkeeping, and

audit.

funding

§3190.2-1 Recordkeeping.

(a) Records and accounts relating to
activities under delegations of author-
ity, cooperative agreements or con-
tracts shall be identified in the delega-
tion, cooperative agreement or con-
tract.

(b) All records and other materials
relating to a delegation of authority,
cooperative agreement or contract
shall be maintained by the State, In-
dian Tribe or contractor for a period of
6 years from the date they are gen-
erated or such other period as may be
specified in the delegation, cooperative
agreement or contract.

§3190.2-2 Funding.

(a) States and Tribes shall provide
adequate funding for administration
and execution of activities carried out
under a delegation or cooperative
agreement.

(b) Reimbursement for allowable
costs incurred by a State, Indian tribe
or contractor as a result of activities
carried out under a delegation of au-
thority, cooperative agreement or con-
tract shall be as negotiated, with the
following limitations:

(1) Up to 100 percent for a delegation
of authority; or

(2) Up to 100 percent for a cooperative
agreement.
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(¢c) Funding shall be subject to the
availability of funds.

(d) States, Indian tribes or contrac-
tors shall maintain financial records
relating to the funds received and ex-
pended under a delegation of authority,
cooperative agreement or contract as
specified in the delegation of author-
ity, cooperative agreement or contract.

(e) Reimbursement shall be at least
quarterly and only shall be made upon
submission of an invoice or request for
reimbursement to the authorized offi-
cer.

[62 FR 27182, July 17, 1987, as amended at 62
FR 49586, Sept. 22, 1997]

§3190.2-3 Audit.

In maintaining financial records re-
lating to the funds received and ex-
pended under a delegation of authority,
cooperative agreement, or contract,
States, Indian tribes and contractors
shall comply with generally accepted
accounting principles and audit re-
quirements established by the Depart-
ment of the Interior and Bureau of
Land Management.

§3190.3 Sharing of civil penalties.

Fifty percent of any civil penalty
collected by the United States as a re-
sult of activities carried out by a State
under a delegation of authority or a
State or Indian tribe under a coopera-
tive agreement shall be payable to that
State or Indian tribe upon receipt by
the United States. Such amount shall
be deducted from compensation due to
the State or Indian tribe by the United
States under the delegation of author-
ity or cooperative agreement.

§3190.4 Availability of information.

Information in the possession of the
Bureau of Land Management that is
necessary to carry out activities au-
thorized by delegations of authority,
cooperative agreements, or contracts
entered into under this part will be
provided by the BLM to the States and
Indian tribes party to such agreements.
Release of proprietary data shall be
subject to the provisions of §3190.1 of
this part.

[56 FR 2998, Jan. 25, 1991]
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Subpart 3191—Delegation of
Authority

§3191.1 Petition for delegation.

§3191.1-1 Petition.

The Governor or other authorized of-
ficial of any eligible State may request
in writing that the Director delegate
all or part of his/her authority and re-
sponsibility for inspection, enforce-
ment and investigation on oil and gas
leases on Federal lands within the
State and on Indian lands within the
State where the affected Indian tribe
or Indian allottee has given written
permission for such inspection, en-
forcement and investigation. Requests
by a State for delegation of other ac-
tivities may be granted by the Director
with the approval of the Secretary.

§3191.1-2 Eligibility.

Any State with producing oil or gas
leases on Federal or Indian lands may
request a delegation of authority.

§3191.1-3 Action upon petition.

Upon request for a delegation of au-
thority, the Director shall determine
if:

(a) The State has proposed an accept-
able plan for carrying out the dele-
gated activities and will provide ade-
quate resources to achieve the purposes
of 30 U.S.C. 1735. This plan shall, at a
minimum:

(1) Identify specific authorities and
responsibilities for which the State is
requesting a delegation of authority
and whether it is applicable to Federal
lands only or includes Indian lands;

(2) Provide evidence of written per-
mission of the affected Indian tribe(s)
or allottee(s) for such lands;

(3) Include specifics for carrying out
the delegated activities;

(4) Indicate the inspector resources
for carrying out the delegated activi-
ties and documentation of inspector
qualifications;

(5) Describe the proposed record
keeping for funding purposes;

(6) Detail the frequency and method
of payment; and

(7) Include copies of any non-Federal
forms that are to be used.
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(b) The State has demonstrated that
it will effectively and faithfully admin-
ister the rules and regulations of the
Department of the Interior in accord-
ance with the provisions of 30 U.S.C.
1735.

(c) The delegation will be carried out
in coordination with activities retained
by the Bureau so that such delegation
will not create an unreasonable burden
on any lessee.

§3191.1-4 Public hearing on petition.

Prior to the granting of any delega-
tion of authority, the notice of pro-
posed delegation shall be published in
the FEDERAL REGISTER. The FEDERAL
REGISTER notice shall provide an op-
portunity for a public hearing in the
affected State.

§3191.2 Terms of delegation.

(a) Delegations shall be continuing,
contingent upon available funding, pro-
viding that there is an annual finding
by the Director that the provisions of
the delegation and the mineral leasing
laws are still being carried out and
that the requirements of §3191.1-3 (a),
(b) and (c) of this title are still in ef-
fect.

(b) Authority delegated to a State
under this subpart shall not be redele-
gated.

(c) The State regulatory authority
shall maintain sufficient qualified, per-
sonnel to comply with the terms and
purpose of the delegation.

(d) Inspection identification cards
shall be issued by the authorized offi-
cer to all certified State inspectors for
the purpose of identifying the bearer as
an authorized representative of the
Secretary. Identification cards remain
the property of the United States.

(e) The delegation shall provide for
coordination with designated offices of
the Bureau of Land Management, the
Minerals Management Service, and,
where appropriate, the Bureau of In-
dian Affairs, Forest Service, and other
surface management agencies.

(f) The delegation shall provide for
annual program review.

(g) The delegation shall provide for
annual budget and program reporting
in conjunction with the Federal Budget
process.

§3191.3-2

(h) The Director reserves the right to
make inspections on Federal and In-
dian leases inspected by a State under
this subpart for the purpose of evalu-
ating the manner in which the delega-
tion is being carried out.

(i) The Director reserves the right to
act independently to carry out his/her
responsibilities under the law.

§3191.3 Termination
ment.

and reinstate-

§3191.3-1 Termination.

(a) The delegation may be termi-
nated by mutual written consent at
any time.

(b) The Director may revoke a dele-
gation if it is determined that the
State has failed to meet the minimum
standards for complying with the dele-
gated authority.

(c) Prior to any action to revoke a
delegation, the Director shall notify
the State in writing of the deficiencies
in the program leading to such revoca-
tion.

(d) Upon notification of intent to re-
voke a delegation, the State shall have
30 days to respond with a plan to cor-
rect the cited deficiencies. If the Direc-
tor determines that the plan of correc-
tion is acceptable, the Director shall
then approve the plan and specify the
timeframe within which the cited defi-
ciencies shall be corrected.

(e) In the event the Director makes a
determination to revoke a delegation
of authority, the State shall be pro-
vided an opportunity for a hearing
prior to final action.

§3191.3-2 Reinstatement.

Terminated delegations of authority
may be reinstated as set out below:

(a) For a delegation terminated by
mutual consent under §3191.3-1(a) of
this title, the State shall apply for re-
instatement by filing a petition with
the Director, who shall determine
whether such reinstatement should be
granted.

(b) For a delegation of authority re-
voked by the Director, the State shall
file a petition requesting reinstate-
ment. In applying for reinstatement,
the State shall provide written evi-
dence that it has remedied all defects
for which the delegation was revoked
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and that it is fully capable of resuming
the activities carried out under the del-
egation. Upon receipt of the petition,
the following actions shall be taken:

(1) The authorized officer, after re-
view of the petition, may recommend
approval of the reinstatement but shall
provide proof that the deficiencies have
been corrected and that the State is
fully capable of carrying out the dele-
gation.

(2) The Director shall review the peti-
tion and the recommendation of the
authorized officer and may approve the
reinstatement of a delegation upon a
determination that the findings of the
authorized officer are acceptable.

§3191.4 Standards of delegation.

(a) The Director shall establish min-
imum standards to be used by a State
in carrying out activities established
in the delegation.

(b) The delegation shall identify
functions, if any, that are to be carried
out jointly.

(c) A delegation shall be made in ac-
cordance with the requirements of this
section.

(d) Copies of delegations shall be on
file in the Washington Office of the Bu-
reau and shall be available for public
inspection.

§3191.5 Delegation for Indian lands.

§3191.5-1 Indian lands included in

delegation.

(a) No activity under a delegation
made under this subpart may be car-
ried out on Indian lands without the
written permission of the affected In-
dian tribe or allottee.

(b) A State requesting a delegation
involving Indian lands shall provide, as
evidence of permission, a written
agreement signed by an appropriate of-
ficial(s) of the Indian tribe for tribal
lands, or by the individual allottee(s)
or their representative(s) for allotted
lands. The agreement shall at a min-
imum specify the type and extent of
activities to be carried out by the
State under the agreement, and provi-
sions for State access to carry out the
specified activities.

(c) Delegations covering Indian lands
shall be separate from delegations cov-
ering Federal lands.
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§3191.5-2 Indian
from delegation.

(a) When an Indian tribe or allottee
withdraws permission for a State to
conduct inspection and related activi-
ties on its lands, the Indian tribe or al-
lottee shall provide written notice of
its withdrawal of permission to the
State.

(b) Immediately upon receipt of a no-
tice of withdrawal of permission, the
State shall provide written notification
of said notice to the authorized officer,
who immediately shall take all nec-
essary action to provide for inspection
and enforcement activities on the af-
fected Indian lands.

(c) No later than 120 days after re-
ceipt of a notice of withdrawal of per-
mission draw from an Indian tribe or
allottee, the delegation on the lands
covered by the notice shall terminate.

(d) Upon termination of a delegation
covering Indian lands, appropriate
changes in funding shall be made by
the authorized officer.

lands withdrawn

Subpart 3192—Cooperative
Agreements

SOURCE: 62 FR 49586, Sept. 22, 1997, unless
otherwise noted.

§3192.1 What is a cooperative agree-
ment?

(a) A cooperative agreement is a con-
tract between the Bureau of Land Man-
agement (BLM) and a Tribe or State to
conduct inspection, investigation, or
enforcement activities on producing
Indian Tribal or allotted oil and gas
leases.

(b) BLM will enter into a cooperative
agreement with a State to inspect oil
and gas leases on Indian lands only
with the permission of the Tribe with
jurisdiction over the lands.

§3192.2 Who may apply for a coopera-
tive agreement with BLM to con-
duct oil and gas inspections?

(a) The Tribal chairperson, or other
authorized official, of a Tribe with pro-
ducing oil or gas leases, or agreements
under the Indian Mineral Development
Act of 1982 (25 U.S.C. 2101 et seq.), may
apply for a cooperative agreement with
BLM for Indian lands under the Tribe’s
jurisdiction.
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(b) Tribes may join together to apply
for a multi-tribe cooperative agree-
ment.

(c) The Governor of a State having a
Tribal resolution from the Tribe with
jurisdiction over the Indian lands, per-
mitting the Governor to enter into a
cooperative agreement, may apply for
a cooperative agreement with BLM.

§3192.3 What must a Tribe or State in-
clude in its application for a coop-
erative agreement?

(a) To apply for a cooperative agree-
ment you must complete—

(1) Standard Form 424, Application
for Federal Assistance;

(2) Standard Form 424A, Budget In-
formation—Non-Construction Pro-
grams; and

(3) Standard Form 424B, Assurances—
Non-Construction Programs.

(b) You must describe the type and
extent of oil and gas inspection, en-
forcement, and investigative activities
proposed under the agreement and the
period of time the proposed agreement
will be in effect (See section 11 of
Standard Form 424).

(¢) You may include allotted lands
under an agreement with the written
consent of all allottees or their heirs.
BLM will ask the Bureau of Indian Af-
fairs (BIA) to verify that the Tribe or
State has obtained all of the necessary
signatures to commit 100 percent of
each individual tract of allotted lands
to the agreement.

§3192.4 What is the term of a coopera-
tive agreement?

Cooperative agreements can be in ef-
fect for a period from 1 to 5 years from
the effective date of the agreement, as
set out in the agreement.

§3192.5 How do I modify a cooperative
agreement?

You may modify a cooperative agree-
ment by having all parties to the
agreement consent to the change in
writing. If the agreement is with a
State, and the modification would af-
fect the duration or scope of the agree-
ment, then the State must obtain the
written consent of the affected Tribe
and/or allottee or heir.

§3192.9

§3192.6 How will BLM evaluate my re-
quest for proprietary data?

BLM will evaluate Tribal or State re-
quests for proprietary data on a case-
by-case basis according to the require-
ments of §3190.1 of this part.

§3192.7 What must I do with Federal
assistance I receive?

You must use Federal assistance that
you receive only for costs incurred
which are directly related to the ac-
tivities carried out under the coopera-
tive agreement.

§3192.8 May I subcontract activities in
the agreement?

You must obtain BLM’s written ap-
proval before you subcontract any ac-
tivities in the agreement with the ex-
ception of financial audits of program
funds that are required by the Single
Audit Act of 1984 (31 U.S.C. 7501 et seq.).

§3192.9 What terms must a coopera-
tive agreement contain?

The cooperative agreement must—

(a) State its purpose, objective, and
authority;

(b) Define terms used in the agree-
ment;

(c) Describe the Indian lands covered;

(d) Describe the roles and responsibil-
ities of BLM and the Tribe or State;

(e) Describe the activities the Tribe
or State will carry out;

(f) Define the minimum performance
standards to evaluate Tribal or State
performance;

(g) Include provisions to—

(1) Protect proprietary data, as pro-
vided in §3190.1 of this part;

(2) Prevent conflict of interest, as
provided in §3192.14(d);

(3) Share civil penalties, as provided
in §3192.11; and

(4) Terminate the agreement;

(h) List BLM and Tribal or State con-
tacts;

(i) Avoid duplication of effort be-
tween BLM and the Tribe or State
when conducting inspections;

(j) List schedules for—

(1) Inspection activities;

(2) Training of Tribal or State inspec-
tors;

(3) Periodic reviews and meetings;

(k) Specify the limit on the dollar
amount of Federal funding;
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(1) Describe procedures for Tribes or
States to request payment reimburse-
ment;

(m) Describe allowable costs subject
to reimbursement; and

(n) Describe plans for BLM oversight
of the cooperative agreement.

§3192.10 What costs will BLM pay?

(a) BLM will pay expenses allowed
under part 12, subpart A, Administra-
tive and Audit Requirements and Cost
Principles for Assistance Programs, of
this title.

(b) BLM will fund the agreements up
to 100 percent of allowable costs.

(¢c) Funding is subject to the avail-
ability of BLM funds.

(d) Funding for cooperative agree-
ments is subject to the shared civil
penalties requirement of §3192.11.

§3192.11 How
shared?

(a) Civil penalties that the Federal
Government collects resulting from an
activity carried out by a Tribe or State
under a cooperative agreement are
shared equally between the inspecting
Tribe or State and BLM.

(b) BLM must deduct the amount of
the civil penalty paid to the Tribe or
State from the funding paid to the
Tribe or State for the cooperative
agreement.

are civil penalties

§3192.12 What activities may Tribes or
States perform under cooperative
agreements?

Activities carried out under the coop-
erative agreement must be in accord-
ance with the policies of the appro-
priate BLM State or field office and as
specified in the agreement, and may in-
clude—

(a) Inspecting Tribal or allotted oil
and gas leases for compliance with
BLM regulations;

(b) Issuing initial Notices of Inci-
dents of Non-Compliance, Form 3160-9,
and Notices to Shut Down Operations,
Form 3160-12;

(c) Conducting investigations; or

(d) Conducting oil transporter inspec-
tions.
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§3192.13 What responsibilities
BLM keep?

(a) Under cooperative agreements,
BLM continues to—

(1) Issue Notices of Incidents of Non-
compliance that impose monetary as-
sessments and penalties;

(2) Collect assessments and penalties;

(3) Calculate and distribute shared
civil penalties;

(4) Train and certify Tribal or State
inspectors;

(5) Issue and regulate inspector iden-
tification cards; and

(6) Identify leases to be inspected,
taking into account the priorities of
the Tribe. Priorities for allotted lands
will be established through consulta-
tion with the BIA office with jurisdic-
tion over the lands in the agreement.

(b) If BLM enters into a cooperative
agreement, that agreement does not af-
fect BLM’s right to enter lease sites to
conduct inspections, enforcement, in-
vestigations or other activities nec-
essary to supervise lease operations.

§3192.14 What are the requirements
for Tribal or State inspectors?

(a) Tribal or State inspectors must be
certified by BLM before they conduct
independent inspections on Indian oil
and gas leases.

(b) The standards for certifying Trib-
al or State inspectors must be the
same as the standards BLM uses for
certifying BLM inspectors.

(c) Tribal and State inspectors must
satisfactorily complete on-the-job and
classroom training in order to qualify
for certification.

(d) Tribal or State inspectors must
not—

(1) Inspect the operations of compa-
nies in which they, a member of their
immediate family, or their immediate
supervisor, have a direct financial in-
terest; or

(2) Use for personal gain, or gain by
another person, information he or she
acquires as a result of his or her par-
ticipating in the cooperative agree-
ment.

§3192.15 May cooperative agreements
be terminated?
(a) Cooperative agreements may be
terminated at any time if all parties
agree to the termination in writing.
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(b) BLM may terminate an agree-
ment without Tribal or State agree-
ment if the—

(1) Tribe or State fails to carry out
the terms of the agreement; or

(2) Agreement is no longer needed.

(c) A Tribe may unilaterally termi-
nate an agreement after notifying
BLM. For a unilateral termination, the
agreement terminates 60 days after the
Tribe notifies BLM.

§3192.16 How will I know if BLM in-
tends to terminate my agreement?

(a) If BLM intends to terminate your
agreement because you did not carry
out the terms of the agreement, BLM
must send you a notice that lists the
reason(s) why BLM intends to termi-
nate the agreement.

(b) Within 30 days after receiving the
notice, you must send BLM a plan to
correct the problem(s) BLM listed in
the notice. BLM has 30 days to approve
or disapprove the plan, in writing.

(c) If BLM approves the plan, you
have 30 days after you receive notice of
the approval to correct the problem(s).

(d) If you have not corrected the
problem within 30 days, BLM will send
you a second written termination no-
tice that will give you another oppor-
tunity to correct the problem.

(e) If the problem is not corrected
within 60 days after you receive the
second notice, BLM will terminate the
agreement.

§3192.17 Can BLM reinstate coopera-
tive agreements that have been ter-
minated?

(a) If your cooperative agreement
was terminated by consent, you may
request that BLM reinstate the agree-
ment at any time.

(b) If BLM terminated an agreement
because you did not carry out the
terms of the agreement, you must
prove that you have corrected the
problem(s) and are able to carry out
the terms of the agreement.

(c) For any reinstatement request
BLM will decide whether or not your
cooperative agreement may be rein-
stated and, if so, whether you must
make any changes to the agreement
before it can be reinstated.

Pt. 3195

§3192.18

Any party adversely affected by a
BLM decision made under this subpart
may appeal the decision in accordance
with parts 4 and 1840 of this title.

PART 3195—HELIUM CONTRACTS

Can I appeal a BLM decision?

GENERAL INFORMATION

Sec.

3195.10 What is the purpose of these regula-
tions?

3195.11 What terms do I need to know to un-
derstand this subpart?

3195.12 What is an In-Kind Crude Helium
Sales Contract?

3195.13 If I am a Federal helium supplier or
buyer, what reports must I submit to
BLM?

3195.14 How should I submit reports?

FEDERAL AGENCY REQUIREMENTS

3195.20 Who must purchase major helium re-
quirements from Federal helium sup-
pliers?

3195.21 When must I use an authorized Fed-
eral helium supplier?

3195.22 When must my contractors or sub-
contractors use an authorized Federal
helium supplier?

3195.23 How do I get a list of authorized Fed-
eral helium suppliers?

3195.24 What must I do before contacting a
non-Federal helium supplier for my he-
lium needs?

3195.25 What information must be in my
purchase order/contract for a major he-
lium requirement?

3195.26 What information must I report to
BLM?

3195.27 What do I do if my helium require-
ment becomes a major helium require-
ment after the initial determination has
been made?

FEDERAL HELIUM SUPPLIER REQUIREMENTS

3195.30 How do I apply to become a Federal
helium supplier?

3195.31 What are the general terms of an In-
Kind Crude Helium Sales Contract?

3195.32 Where can I find a list of Federal
agencies that use helium?

3195.33 What information must I report to
BLM?

3195.3¢ What happens to my Helium Dis-
tribution Contracts?

3195.35 What happens if I have an out-
standing obligation to purchase refined
helium under a Helium Distribution Con-
tract?

3195.36 What happens if there is a shortage
of helium?
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3195.37 Under what circumstances can BLM
terminate me as an authorized Federal
helium supplier?

AUTHORITY: 50 U.S.C. 167a.

SOURCE: 63 FR 40178, July 28, 1998, unless
otherwise noted.

GENERAL INFORMATION

§3195.10 What is the purpose of these
regulations?

The purpose of these regulations is to
establish procedures governing the sale
of helium to Federal agencies with
major helium requirements. In order to
sell a major helium requirement to a
Federal agency, a Federal helium sup-
plier must be under contract with BLM
to purchase from BLM an amount of
crude helium equivalent to the amount
of refined helium it has supplied to the
Federal agency.

§3195.11 What terms do I need to
know to understand this subpart?

To understand this subpart you need
to know that:

BLM means the Bureau of Land Man-
agement, Helium Operations, United
States Department of the Interior,
Amarillo, TX 79101.

Buyer means anyone who is pur-
chasing refined helium for a Federal
agency or Federal agency contractor.

Crude helium means a helium-gas
mixture containing no more than nine-
ty-nine (99) percent helium by volume.

Federal agency means any depart-
ment, independent establishment, com-
mission, administration, foundation,
authority, board, or bureau of the
United States, or any corporation
owned, controlled, or in which the
United States has a proprietary inter-
est, as these terms are used in 5 U.S.C.
101-105; 5 U.S.C. 551(1); or in 18 U.S.C. 6,
but does not include Federal agency
contractors.

Federal helium supplier means a pri-
vate helium merchant who has an In-
Kind Crude Helium Sales Contract with
an effective date of January 1, 1998, or
later, with BLM, and who has helium
available for sale to:

(1) Federal agencies; or

(2) Private helium purchasers for use
in Federal Government contracts.

Helium means the element helium re-
gardless of its physical state.
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Helium use location means the loca-
tion where the major helium require-
ment will be used.

Like (equivalent) amount of crude he-
lium means the amount of crude helium
measured at a pressure of 14.65 pounds
per square inch absolute (psia) and a
temperature of 60 degrees Fahrenheit
(F), and rounded up to the nearest
thousand (1,000) cubic feet, that is
equivalent to a specified amount of re-
fined helium measured at 14.7 psia and
70 degrees Fahrenheit.

Major helium requirement means an es-
timated refined helium requirement
greater than 200,000 standard cubic feet
(scf) of gaseous helium or 7510 liters of
liquid helium delivered to a helium use
location per year.

Standard cubic foot (SCF) means the
volume of gaseous helium occupying
one cubic foot at a pressure of 14.7 psia
and a temperature of 70 degrees Fahr-
enheit. One liter of liquid helium is
equivalent to 26.63 scf of gaseous he-
lium. One U.S. gallon of liquid helium
is equivalent to 100.8 scf of gaseous he-
lium. One pound of liquid helium is
equivalent to 96.72 scf of gaseous he-
lium. If BLM approves, you may use
appropriate gaseous equivalents of vol-
umes of helium mixtures different from
these figures.

§3195.12 What is an In-Kind Crude He-
lium Sales Contract?

It is a written contract between BLM
and a Federal helium supplier requir-
ing that whenever a supplier sells a
major helium requirement to a Federal
agency or its contractors, the supplier
must purchase a like amount of crude
helium from BLM.

§3195.13 If I am a Federal helium sup-
plier or buyer, what reports must I
submit to BLM?

In accordance with the In-Kind Crude
Helium Sales Contract:

(a) Federal helium suppliers and buy-
ers must report the total itemized
quarterly deliveries of major helium
requirements within 45 calendar days
after the end of the previous quarter
(see §§3195.26 and 3195.33).

(b) Federal helium suppliers must re-
port the annual cumulative helium de-
livery report by November 15 of each
year (see §3195.33).
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§3195.14 How should I submit reports?

You must submit reports by:

(a) Mail;

(b) Fax;

(c) B-mail; or

(d) Any other method to which you
and BLM agree.

FEDERAL AGENCY REQUIREMENTS

§3195.20 Who must purchase major he-
lium requirements from Federal he-
lium suppliers?

(a) The Department of Defense;
(b) The National Aeronautics and

Space Administration;

(c) The Department of Energy;
(d) Any other Federal agency; and
(e) Federal agency contractors.

§3195.21 When must I use an author-
ized Federal helium supplier?

You must use an authorized Federal
helium supplier for any major helium
requirement.

§3195.22 When must my contractors or
subcontractors use an authorized
Federal helium supplier?

An authorized Federal helium sup-
plier must be used whenever the con-
tractor or subcontractor uses a major
helium requirement in performance of
a Federal contract.

§3195.23 How do I get a list of author-
ized Federal helium suppliers?
You must request the list from BLM
in writing.

§3195.24 What must I do before con-
tacting a non-Federal helium sup-
plier for my helium needs?

You must make an initial determina-
tion about the annual helium demand
for each helium use location for the ex-
pected life of the purchase order/con-
tract. If the annual helium demand for
a helium use location is a major he-
lium requirement, it must be supplied
by a Federal helium supplier.

§3195.25 What information must be in
my purchase order/contract for a
major helium requirement?

A purchase order/contract must state
each helium use location and whether
the anticipated demand exceeds the
amount defined as a major helium re-
quirement at each helium use location.

§3195.31

§3195.26 What information must I re-
port to BLM?

In accordance with the In-Kind Crude
Helium Sales Contract, within 45 days
of the end of each quarter, you must
report to BLM (see §3195.13) the fol-
lowing:

(a) The name of the company from
which you purchased a major helium
requirement;

(b) The amount of helium you pur-
chased and the date it was delivered;
and

(c) The helium use location.

§3195.27 What do I do if my helium re-
quirement becomes a major helium
requirement after the initial deter-
mination has been made?

As soon as you determine that your
forecasted demand of helium for a par-
ticular helium use location will be-
come a major helium requirement, you
must purchase your helium (for that
helium use location) from an author-
ized Federal helium supplier for the re-
mainder of the purchase order/contract
as a major helium requirement.

FEDERAL HELIUM SUPPLIER
REQUIREMENTS

§3195.30 How do I apply to become a
Federal helium supplier?

In order to become a Federal helium
supplier,

(a) You must be a private helium
merchant and demonstrate to BLM in
writing that you have:

(1) Adequate financial resources to
pay for BLM helium and helium related
services;

(2) Adequate facilities and equipment
to meet delivery schedules and quality
standards required by Federal helium
buyers; and

(3) A satisfactory record of perform-
ance in the distribution of helium or
other compressed gases.

(b) You must fill out and execute
BLM’s In-Kind Crude Helium Sales
Contract and submit it to BLM for ap-
proval.

§3195.31 What are the general terms
of an In-Kind Crude Helium Sales
Contract?

A BLM helium In-Kind Crude Helium

Sales Contract requires you to:
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(a) Deliver helium to a Federal agen-
cy specified helium use location;

(b) Purchase crude helium from BLM
equivalent to the amount of refined he-
lium you sold to Federal agencies;

(c) Report to BLM the amount of re-
fined helium you sold to Federal agen-
cies; and

(d) Maintain records for inspection
and audit by BLM in accordance with
30 U.S.C. 17.13(b).

§3195.32 Where can I find a list of Fed-
eral agencies that use helium?

You must request from BLM in writ-
ing the list of Federal agencies that
have purchased a major helium re-
quirement during the past year.

§3195.33 What information must I re-
port to BLM?

(a) In accordance with the In-Kind
Crude Helium Sales Contract, within 45
days of the end of each quarter, you
must report to BLM (see §3195.13) the
following:

(1) The name of the Federal agency
to which you supplied helium;

(2) The amount of helium you deliv-
ered and the date you delivered it; and

(3) The helium use location.

(b) In accordance with the In-Kind
Crude Helium Sales Contract, by No-
vember 15 of each year, you must re-
port to BLM (see §3195.13) the fol-
lowing:

(1) The name of the Federal agency
to which you supplied helium; and

(2) The cumulative amount of helium
delivered during the previous fiscal
yvear for each Federal agency.

§3195.34 What happens to my Helium
Distribution Contracts?

Helium Distribution Contracts be-
tween BLM and a helium distributor
have been terminated. You must exe-
cute an In-Kind Crude Helium Sales
Contract before you sell a major he-
lium requirement to a Federal agency.

§3195.35 What happens if I have an
outstanding obligation to purchase
refined helium under a Helium Dis-
tribution Contract?

If you were obligated to buy refined
helium under a Helium Distribution
Contract, your In-Kind Crude Helium
Sales Contract requires you to buy an
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equivalent amount of crude helium in
lieu of that obligation.

§3195.36 What happens if there is a
shortage of helium?

If there is a shortage of helium (ei-
ther company specific or industry
wide) which would cause you to defer
helium shipments to a buyer, you
must, in accordance with your In-Kind
Crude Helium Sales Contract, give the
United States priority over non-gov-
ernment requirements.

§3195.37 Under what circumstances
can BLM terminate me as an au-
thorized Federal helium supplier?

BLM has the authority to terminate
you as an authorized Federal helium
supplier for:

(a) Nonpayment for a like amount of
crude helium;

(b) Not reporting helium deliveries
according to your In-Kind Crude He-
lium Sales Contract and these regula-
tions;

(c) Not taking delivery of a purchase
of a like amount of crude helium not
covered by a valid helium storage con-
tract; or

(d) Any other breach of contract or
violation of these regulations.

Group 3200—Geothermal
Resources Leasing

NoTE: The collections of information con-
tained in parts 3200, 3210, 3220, 3240, 3250, and
3260 of Group 3200 have been approved by the
Office of Management and Budget under 44
U.S.C. 3501 et seq. and assigned clearance
numbers 1004-0034, 1004-0074, 1004.0132, and
1004-0160. The information will be used to
maintain an orderly program for leasing, de-
velopment, and production of Federal geo-
thermal resources. Responses are required to
obtain benefits in accordance with the Geo-
thermal Steam Act of 1970, as amended.

Public reporting burden for this informa-
tion is estimated to average 1.6 hours per re-
sponse, including the time for reviewing
insstructions, searching existing data
sources, gathering and maintaining the data
needed, and completing and reviewing the
collection of information. Send comments
regarding this burden estimate or any other
aspect of this collection of information, in-
cluding suggestions for reducing the burden,
to the Division of Information Resources
Management, Bureau of Land Management,
1800 C Street, NW., Premier Building, Room
208, Washington DC 20240; and the Paperwork
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Reduction Project (1004-0160), Office of Man-
agement and Budget, Washington, DC 20503.

(See 54 FR 13885, Apr. 6, 1989 and 55 FR 26443,
June 28, 1990)

PART 3200—GEOTHERMAL
RESOURCE LEASING

Subpart 3200—Geothermal Resource
Leasing

Sec.

3200.1 Definitions.

3200.3 Changes in agency duties.

3200.4 What requirements must I comply
with when taking any actions or con-
ducting any operations under this part?

3200.5 What are my rights of appeal?

3200.6 What types of geothermal leases will
BLM issue?

3200.7 What regulations apply to geo-
thermal leases issued before August 8,
2005?

3200.8 What regulations apply to leases
issued in response to applications pend-
ing on August 8, 2005?

Subpart 3201—Available Lands

3201.10 What lands are available for geo-
thermal leasing?

3201.11 What lands are not available for geo-
thermal leasing?

Subpart 3202—Lessee Qualifications

3202.10 Who may hold a geothermal lease?

3202.11 Must I prove I am qualified to hold a
lease when filing an application to lease?

3202.12 Are other persons allowed to act on
my behalf to file an application to lease?

3202.13 What happens if the applicant dies
before the lease is issued?

Subpart 3203—Competitive Leasing

3203.5 What is the general process for ob-
taining a geothermal lease?

3203.10 How are lands included in a competi-
tive sale?

3203.11 Under what circumstances may par-
cels be offered as a block for competitive
sale?

3203.12 What fees must I pay to nominate
lands?

3203.13 How often will BLM hold a competi-
tive lease sale?

3203.14 How will BLM provide notice of a
competitive lease sale?

3203.15 How does BLM conduct a competi-
tive lease sale?

3203.17 How must I make payments if I am
the successful bidder?

3203.18 What happens to parcels that receive
no bids at a competitive lease sale?

Pt. 3200

Subpart 3204—Noncompetitive Leasing
Other Than Direct Use Leases

3204.060 How can I obtain a noncompetitive
lease?
3204.10 What payment must I submit with
my noncompetitive lease application?
3204.11 How may I acquire a noncompetitive
lease for lands that were not sold at a
competitive lease sale?

3204.12 How may I acquire a noncompetitive
lease for lands subject to a mining claim?

3204.13 How will BLM process noncompeti-
tive lease applications pending on Au-
gust 8, 2005?

3204.14 May I amend my application for a
noncompetitive lease?

3204.15 May I withdraw my application for a
noncompetitive lease?

Subpart 3205—Direct Use Leasing

3205.6 When may BLM issue a direct use
lease to an applicant?

3205.7 How much acreage should I apply for
in a direct use lease?

3205.10 How do I obtain a direct use lease?

3205.12 How will BLM respond to direct use
lease applications on lands managed by
another agency?

3205.13 May I withdraw my application for a
direct use lease?

3205.14 May I amend my application for a
direct use lease?

3205.15 How will I know whether my direct
use lease will be issued?

Subpart 3206—Lease Issuance

3206.10 What must I do for BLM to issue a
lease?

3206.11 What must BLM do before issuing a
lease?

3206.12 What are the minimum and max-
imum lease sizes?

3206.13 What is the maximum acreage I may
hold?

3206.14 How does BLM compute acreage
holdings?

3206.15 How will BLM charge acreage hold-
ings if the United States owns only a
fractional interest in the geothermal re-
sources in a lease?

3206.16 Is there any acreage which is not
chargeable?

3206.17 What will BLM do if my holdings ex-
ceed the maximum acreage limits?

3206.18 When will BLM issue my lease?

Subpart 3207—Lease Terms and Exiensions

3207.5 What terms (time periods) apply to
my lease?

3207.10 What is the primary term of my
lease?

3207.11 What work am I required to perform
during the first 10 years of my lease for
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BLM to grant the initial extension of the
primary term of my lease?

3207.12 What work am I required to perform
each year for BLM to continue the initial
and additional extensions of the primary
term of my lease?

3207.13 Must I comply with the require-
ments of §§3207.11 and 3207.12 when my
lease overlies a mining claim?

3207.14 How do I qualify for a drilling exten-
sion?

3207.15 How do I qualify for a production ex-
tension?

3207.16 When may my lease be renewed?

3207.17 How is the term of my lease affected
by commitment to a unit?

3207.18 Can my lease be extended if it is
eliminated from a unit?

Subpart 3210—Additional Lease
Information

3210.10 When does lease segregation occur?

3210.11 Does a lease segregated from an
agreement or plan receive any benefits
from unitization of the committed por-
tion of the original lease?

3210.12 May I consolidate leases?

3210.13 Who may lease or locate other min-
erals on the same lands as my geo-
thermal lease?

3210.14 May BLM readjust the terms and
conditions in my lease?

3210.15 What if I appeal BLM’s decision to
readjust my lease terms?

3210.16 How must I prevent drainage of geo-
thermal resources from my lease?

3210.17 What will BLM do if I do not protect
my lease from drainage?

Subpart 3211—Filing and Processing Fees,
Rent, Direct Use Fees, and Royalties

3211.10 What are the processing and filing
fees for leases?

3211.11 What are the annual lease rental
rates?

3211.12 How and where do I pay my rent?

3211.13 When is my annual rental payment
due?

3211.14 Will I always pay rent on my lease?

3211.15 How do I credit rent towards roy-
alty?

3211.16 Can I credit rent towards direct use
fees?

3211.17 What is the royalty rate on geo-
thermal resources produced from or at-
tributable to my lease that are used for
commercial generation of electricity?

3211.18 What is the royalty rate on geo-
thermal resources produced from or at-
tributable to my lease that are used di-
rectly for purposes other than commer-
cial generation of electricity?

3211.19 What is the royalty rate on byprod-
ucts derived from geothermal resources
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produced from or attributable to my
lease?

3211.20 How do I credit advanced royalty to-
wards royalty?

3211.21 When do I owe minimum royalty?

Subpart 3212—Lease Suspensions, Ces-
sation of Production, Royalty Rate Re-
ductions, and Energy Policy Act Roy-
alty Rate Conversions

3212.10 What is the difference between a sus-
pension of operations and production and
a suspension of operations?

3212.11 How do I obtain a suspension of oper-
ations or a suspension of operations and
production on my lease?

3212.12 How long does a suspension of oper-
ations or a suspension of operations and
production last?

3212.13 How does a suspension affect my
lease term and obligations?

3212.14 What happens when the suspension
ends?

3212.15 Will my lease remain in full force
and effect if I cease production and I do
not have an approved suspension?

3212.16 Can I apply to BLM to reduce, sus-
pend, or waive the royalty or rental of
my lease?

3212.17 What information must I submit
when I request that BLM suspend, re-
duce, or waive my royalty or rental?

3212.18 What are the production incentives
for leases?

3212.19 How do I apply for a production in-
centive?

3212.20 How will BLM review my request for
a production incentive?

3212.21 What criteria establish a qualified
expansion project for the purpose of ob-
taining a production incentive?

3212.22 What criteria establish a new facil-
ity for the purpose of obtaining a produc-
tion incentive?

3212.23 How will the production incentive
apply to a qualified expansion project?
3212.24 How will the production incentive

apply to a new facility?

3212.25 Can I convert the royalty rate terms
of my lease in effect before August 8,
2005, to the terms of the Geothermal
Steam Act, as amended by the Energy
Policy Act of 2005?

3212.26 How do I submit a request to modify
the royalty rate terms of my lease to the
applicable terms prescribed in the En-
ergy Policy Act of 2005?

3212.27 How will BLM or MMS review my re-
quest to modify the lease royalty rate
terms?

Subpart 3213—Relinquishment,
Termination, and Cancellation

3213.10 Who may relinquish a lease?
3213.11 What must I do to relinquish a lease?
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3213.12 May BLM accept a partial relin-
quishment if it will reduce my lease to
less than 640 acres?

3213.13 When does relinquishment take ef-
fect?

3213.14 Will BLM terminate my lease if I do
not pay my rent on time?

3213.15 How will BLM notify me if it termi-
nates my lease?

3213.16 May BLM cancel my lease?

3213.17 May BLM terminate my lease for
reasons other than non-payment of rent-
als?

3213.18 When is a termination effective?

3213.19 What can I do if BLM notifies me
that my lease is being terminated be-
cause of a violation of the law, regula-
tions, or lease terms?

Subpart 3214—Personal and Surety Bonds

3214.10 Who must post a geothermal bond?

3214.11 Who must my bond cover?

3214.12 What activities must my bond
cover?

3214.13 What is the minimum dollar amount
required for a bond?

3214.14 May BLM increase the bond amount
above the minimum?

3214.15 What kind of financial guarantee
will BLM accept to back my bond?

3214.16 Is there a special bond form I must
use?

3214.17 Where must I submit my bond?

3214.18 Who will BLM hold liable under the
lease and what are they liable for?

3214.19 What are my bonding requirements
when a lease interest is transferred to
me?

3214.20 How do I modify my bond?

3214.21 What must I do if T want to use a
certificate of deposit to back my bond?

3214.22 What must I do if I want to use a let-
ter of credit to back my bond?

Subpart 3215—Bond Release, Termination,
and Collection

3215.10 When may BLM collect against my
bond?

3215.11 Must I replace my bond after BLM
collects against it?

3215.12 What will BLM do if I do not restore
the face amount or file a new bond?

3215.13 Will BLM terminate or release my
bond?

3215.14 When BLM releases my bond, does
that end my responsibilities?

Subpart 3216—Transfers

3216.10 What types of lease interests may I
transfer?

3216.11 Where must I file a transfer request?

3216.12 When does a transferee take respon-
sibility for lease obligations?

3216.13 What are my responsibilities after I
transfer my interest?
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3216.14 What filing fees and forms does a
transfer require?

3216.15 When must I file my transfer re-
quest?

3216.16 Must I file separate transfer requests
for each lease?
3216.17 Where must I file estate transfers,
corporate mergers, and name changes?
3216.18 How do I describe the lands in my
lease transfer?

3216.19 May I transfer record title interest
for less than 640 acres?

3216.20 When does a transfer segregate a
lease?

3216.21 When is my transfer effective?

3216.22 Does BLM approve all transfer re-
quests?

Subpart 3217—Cooperative Agreements

3217.10 What are unit agreements?

3217.11 What are communitization agree-
ments?

3217.12 What does BLM need to approve my
communitization agreement?

3217.13 When does my communitization
agreement go into effect?

3217.14 When will BLM approve my drilling
or development contract?

3217.15 What does BLM need to approve my
drilling or development contract?

Subpart 3250—Exploration Operations—
General

3250.10 When do the exploration operations
regulations apply?

3250.11 May I conduct exploration oper-
ations on my lease, someone else’s lease,
or unleased land?

3250.12 What general standards apply to ex-
ploration operations?

3250.13 What additional BLM orders or in-
structions govern exploration?

3250.14 What types of operations may I pro-
pose in my application to conduct explo-
ration?

Subpart 3251—Exploration Operations:
Getting BLM Approval

3251.10 Do I need a permit before I start ex-
ploration operations?

32561.11 What information is in a complete
Notice of Intent to Conduct Geothermal
Resource Exploration Operations appli-
cation?

32561.12 What action will BLM take on my
Notice of Intent to Conduct Geothermal
Resource Exploration Operations?

3251.13 Once I have an approved Notice of
Intent, how can I change my exploration
operations?

3251.14 Do I need a bond for conducting ex-
ploration operations?

3251.15 When will BLM release my bond?
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Subpart 3252—Conducting Exploration
Operations

3252.10 What operational standards apply to
my exploration operations?

32562.11 What environmental requirements
must I meet when conducting explo-
ration operations?

3252.12 How deep may I drill a temperature
gradient well?

3252.13 How long may I collect information
from my temperature gradient well?

3252.14 How must I complete a temperature
gradient well?

3252.15 When must I abandon a temperature
gradient well?

32562.16 How must I abandon a temperature
gradient well?

Subpart 3253—Reports: Exploration
Operations

3253.10 Must I share with BLM the data I
collect through exploration operations?

3253.11 Must I notify BLM when I have com-
pleted my exploration operations?

Subpart 3254—Inspection, Enforcement,
and Noncompliance for Exploration
Operations

32564.10 May BLM inspect my exploration
operations?

32564.11 What will BLM do if my exploration
operations are not in compliance with
my permit, other BLM approvals or or-
ders, or the regulations in this part?

Subpart 3255—Confidential, Proprietary
Information

3255.10 Will BLM disclose information I sub-
mit under these regulations?

32565.11 When I submit confidential, propri-
etary information, how can I help ensure
it is not available to the public?

325656.12 How long will information I give
BLM remain confidential or proprietary?

3255.13 How will BLM treat Indian informa-
tion submitted under the Indian Mineral
Development Act?

3255.14 How will BLM administer informa-
tion concerning other Indian minerals?

3255.15 When will BLM consult with Indian
mineral owners when information con-
cerning their minerals is the subject of a
FOIA request?

Subpart 3256—Exploration Operations
Relief and Appeails

32566.10 How do I request a variance from
BLM requirements that apply to my ex-
ploration operations?

32566.11 How may I appeal a BLM decision
regarding my exploration operations?
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Subpart 3260—Geothermal Drilling
Operations—General

3260.10 What types of geothermal drilling
operations are covered by these regula-
tions?

3260.11 What general standards apply to my
drilling operations?

3260.12 What other orders or instructions
may BLM issue?

Subpart 3261—Drilling Operations: Getting
a Permit

3261.10 How do I get approval to begin well
pad construction?

3261.11 How do I apply for approval for drill-
ing operations and well pad construc-
tion?

3261.12 What is an operations plan?

3261.13 What is a drilling program and how
do I apply for drilling program approval?

3261.14 When must I give BLM my oper-
ations plan?

3261.15 Must I give BLM my drilling permit
application, drilling program, and oper-
ations plan at the same time?

3261.16 Can my operations plan, drilling per-
mit, and drilling program apply to more
than one well?

3261.17 How do I amend my operations plan
or drilling permit?

3261.18 Do I need to file a bond with BLM
before I build a well pad or drill a well?

3261.19 When will BLM release my bond?

3261.20 How will BLM review applications
submitted under this subpart and notify
me of its decision?

3261.21 How do I get approval to change an
approved drilling operation?

3261.22 How do I get approval for subsequent
well operations?

Subpart 3262—Conducting Drilling
Operations

3262.10 What operational requirements must
I meet when drilling a well?

3262.11 What environmental requirements
must I meet when drilling a well?

3262.12 Must I post a sign at every well?

3262.13 May BLM require me to follow a
well spacing program?

3262.14 May BLM require me to take sam-
ples or perform tests and surveys?

Subpart 3263—Well Abandonment

3263.10 May I abandon a well without BLM’s
approval?

3263.11 What information must I give to
BLM to approve my Sundry Notice for
abandoning a well?

3263.12 How will BLM review my Sundry No-
tice to abandon my well and notify me of
their decision?

3263.13 What must I do to restore the site?
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3263.14 May BLM require me to abandon a
well?
3263.15 May I abandon a producible well?

Subpart 3264—Reports—Drilling Operations

3264.10 What must I submit to BLM after I
complete a well?

3264.11 What must I submit to BLM after I
finish subsequent well operations?

3264.12 What must I submit to BLM after I
abandon a well?

3264.13 What  drilling and operational
records must I maintain for each well?
3264.14 How do I notify BLM of accidents oc-

curring on my lease?

Subpart 3265—Inspection, Enforcement,
and Noncompliance for Drilling Operations

3265.10 What part of my drilling operations
may BLM inspect?

3265.11 What records must I keep available
for inspection?

3265.12 What will BLM do if my operations
do not comply with my permit and appli-
cable regulations?

Subpart 3266—Confidential, Proprietary
Information

3266.10 Will BLM disclose information I sub-
mit under these regulations?

3266.11 When I submit confidential, propri-
etary information, how can I help ensure
it is not available to the public?

3266.12 How long will information I give
BLM remain confidential or proprietary?

Subpart 3267—Geothermal Drilling
Operations Relief and Appeals

3267.10 How do I request a variance from
any BLM requirements that apply to my
drilling operations?

3267.11 How may I appeal a BLM decision
regarding my drilling operations?

Subpart 3270—Utilization of Geothermal
Resources—General

3270.10 What types of geothermal operations
are governed by these utilization regula-
tions?

3270.11 What general standards apply to my
utilization operations?

3270.12 What other orders or instructions
may BLM issue?

Subpart 327 1—Utilization Operations:
Getting a Permit

3271.10 What do I need to start preparing a
site and building and testing a utiliza-
tion facility on Federal land leased for
geothermal resources?

3271.11 Who may apply for a permit to build
a utilization facility?
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3271.12 What do I need to start preliminary
site investigations that may disturb the
surface?

3271.13 How do I obtain approval to build
pipelines and facilities connecting the
well field to utilization facilities not lo-
cated on Federal lands leased for geo-
thermal resources?

3271.14 What do I need to do to start build-
ing and testing a utilization facility if it
is not located on Federal lands leased for
geothermal resources?

3271.15 How do I get a permit to begin com-
mercial operations?

Subpart 3272—Utilization Plan and Facility
Construction Permit

3272.10 What must I submit to BLM in my
utilization plan?

3272.11 How do I describe the proposed utili-
zation facility?

3272.12 What environmental protection
measures must I include in my utiliza-
tion plan?

3272.13 How will BLM review my utilization
plan and notify me of its decision?

3272.14 How do I get a permit to build or
test my facility?

Subpart 3273—How To Apply for a Site
License

3273.10 When do I need a site license for a
utilization facility?

3273.11 When is a site license unnecessary?

3273.12 How will BLM review my site license
application?

3273.13 What lands are not available for geo-
thermal site licenses?

3273.14 What area does a site license cover?

3273.15 What must I include in my site li-
cense application?

3273.16 What is the annual rent for a site li-
cense?

3273.17 When may BLM reassess the annual
rent for my site license?

3273.18 What facility operators must pay
the annual site license rent?

3273.19 What are the bonding requirements
for a site license?

3273.20 When will BLM release my bond?

3273.21 What are my obligations under the
site license?

3273.22 How long will my site license remain
in effect?

3273.23 May I renew my site license?

3273.24 When may BLM terminate my site
license?

3273.25 When may I relinquish my site li-
cense?

3273.26 When may I assign or transfer my
site license?
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Subpart 3274—Applying for and Obtaining
a Commercial Use Permit

3274.10 Do I need a commercial use permit
to start commercial operations?

3274.11 What must I give BLM to approve
my commercial use permit application?

3274.12 How will BLM review my commer-
cial use permit application?

3274.13 May I get a permit even if I cannot
currently demonstrate I can operate
within required standards?

Subpart 3275—Conducting Utilization
Operations

3275.10 How do I change my operations if I
have an approved facility construction or
commercial use permit?

3275.11 What are a facility operator’s obliga-
tions?

3275.12 What environmental and safety re-
quirements apply to facility operations?

32756.13 How must the facility operator
measure the geothermal resources?

3275.14 What aspects of my geothermal op-
erations must I measure?

3275.15 How accurately must I measure my
production and utilization?

3275.16 What standards apply to installing
and maintaining meters?

3275.17 What must I do if I find an error in
a meter?

3275.18 May BLM require me to test for by-
products associated with geothermal re-
source production?

3275.19 How do I apply to commingle pro-
duction?

3275.20 What will BLM do if I waste geo-
thermal resources?

3275.21 May BLM order me to drill and
produce wells on my lease?

Subpart 3276—Reports: Utilization
Operations

3276.10 What are the reporting requirements
for facility and lease operations involv-
ing Federal geothermal resources?

3276.11 What information must I include for
each well in the monthly report of well
operations?

3276.12 What information must I give BLM
in the monthly report for facility oper-
ations?

3276.13 What additional information must I
give BLM in the monthly report for flash
and dry steam facilities?

3276.14 What information must I give BLM
in the monthly report for direct use fa-
cilities?

3276.15 How must I notify BLM of accidents
occurring at my utilization facility?
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Subpart 3277—Inspections, Enforcement,
and Noncompliance

3277.10 When will BLM inspect my oper-
ations?

3277.11 What records must I keep available
for inspection?

3277.12 What will BLM do if I do not comply
with all BLM requirements pertaining to
utilization operations?

Subpart 3278—Confidential, Proprietary
Information

3278.10 When will BLM disclose information
I submit under these regulations?

3278.11 When I submit confidential, propri-
etary information, how can I help ensure
it is not available to the public?

3278.12 How long will information I give
BLM remain confidential or proprietary?

Subpart 3279—Utilization Relief and
Appeals

3279.10 When may I request a variance from
BLM requirements pertaining to utiliza-
tion operations?

3279.11 How may I appeal a BLM decision
regarding my utilization operations?

AUTHORITY: 30 U.S.C. 1001-1028; 43 U.S.C.
1701 et seq.; and Pub. L. 109-58.

SOURCE: 72 FR 24400, May 2, 2007, unless
otherwise noted.

Subpart 3200—Geothermal
Resource Leasing

§3200.1 Definitions.

For purposes of this part and part
3280:

Acquired lands means lands or min-
eral estates that the United States ob-
tained by deed through purchase, gift,
condemnation or other legal process.

Act means the Geothermal Steam Act
of 1970, as amended (30 U.S.C. 1001 et
seq.).

Additional exrtension means the period
of years added to the primary term of
a lease beyond the first 10 years and
subsequent 5-year initial extension of a
geothermal lease. The additional ex-
tension may not exceed 5 years.

Byproducts are minerals (exclusive of
oil, hydrocarbon gas, and helium),
found in solution or in association with
geothermal steam, that no person
would extract and produce by them-
selves because they are worth less than
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75 percent of the value of the geo-
thermal steam or because extraction
and production would be too difficult.

Casual use means activities that ordi-
narily lead to no significant disturb-
ance of Federal lands, resources, or im-
provements.

Commercial operation means deliv-
ering Federal geothermal resources, or
electricity or other benefits derived
from those resources, for sale. This
term also includes delivering resources
to the utilization point, if you are uti-
lizing Federal geothermal resources for
your own benefit and not selling en-
ergy to another entity.

Commercial production means produc-
tion of geothermal resources when the
economic benefits from the production
are greater than the cost of production.

Commercial production or generation of
electricity means generation of elec-
tricity that is sold or is subject to sale,
including the electricity or energy that
is reasonably required to produce the
resource used in production of elec-
tricity for sale or to convert the re-
source into electrical energy for sale.

Commercial quantities means either:

(1) For production from a lease, a suf-
ficient volume (in terms of flow and
temperature) of the resource to provide
a reasonable return after you meet all
costs of production; or

(2) For production from a unit, a suf-
ficient volume (in terms of flow and
temperature) of the resource to provide
a reasonable return after you meet all
costs of drilling and production.

Commercial use permit means BLM au-
thorization for commercially operating
a utilization facility and/or utilizing
Federal geothermal resources.

Development or drilling contract means
a BLM-approved agreement between
one or more lessees and one or more
entities that makes resource explo-
ration more efficient and protects the
public interest.

Direct use means utilization of geo-
thermal resources for commercial, resi-
dential, agricultural, public facilities,
or other energy needs other than the
commercial production or generation
of electricity. Direct use may occur
under either a regular geothermal lease
or a direct use lease.
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Direct use lease means a lease issued
noncompetitively in an area BLM des-
ignates as available exclusively for:

(1) Direct use of geothermal
sources, without sale; and

(2) Purposes other than commercial
generation of electricity.

Exploration operations means any ac-
tivity relating to the search for evi-
dence of geothermal resources, where
you are physically present on the land
and your activities may cause damage
to those lands. Exploration operations
include, but are not limited to, geo-
physical operations, drilling tempera-
ture gradient wells, drilling holes used
for explosive charges for seismic explo-
ration, core drilling or any other drill-
ing method, provided the well is not
used for geothermal resource produc-
tion. It also includes related construc-
tion of roads and trails, and cross-
country transit by vehicles over public
land. Exploration operations do not in-
clude the direct testing of geothermal
resources or the production or utiliza-
tion of geothermal resources.

Facility construction permit means
BLM permission to build and test a uti-
lization facility.

Facility operator means the person re-
ceiving BLM authorization to site, con-
struct, test, and/or operate a utiliza-
tion facility. A facility operator may
be a lessee, a unit operator, or a third
party.

Geothermal drilling permit means BLM
written permission to drill for and test
Federal geothermal resources.

Geothermal exploration permit means
BLM written permission to conduct
only geothermal exploration oper-
ations and associated surface disturb-
ance activities under an approved No-
tice of Intent to Conduct Geothermal
Resource Exploration Operations, and
includes any necessary conditions BLM
imposes.

Geothermal resources operational order
means a formal, numbered order,
issued by BLM, that implements or en-
forces the regulations in this part.

Geothermal steam and associated geo-
thermal resources means:

(1) All products of geothermal proc-
esses, including indigenous steam, hot
water, and hot brines;

(2) Steam and other gases, hot water,
and hot brines resulting from water,

re-
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gas, or other fluids artificially intro-
duced into geothermal formations;

(3) Heat or other associated energy
found in geothermal formations; and

(4) Any byproducts.

Gross proceeds means gross proceeds
as defined by the Minerals Manage-
ment Service at 30 CFR 206.351.

Initial extension means a period of
years, no longer than 5 years, added to
the primary term of a geothermal lease
beyond the first 10 years of the lease,
provided certain lease obligations are
met.

Interest means ownership in a lease of
all or a portion of the record title or
operating rights.

Known  geothermal resource area
(KGRA) means an area where BLM de-
termines that persons knowledgeable
in geothermal development would
spend money to develop geothermal re-
sources.

Lessee means a person holding record
title interest in a geothermal lease
issued by BLM.

MMS means the Minerals Manage-
ment Service of the Department of the
Interior.

Notice to Lessees (NTL) means a writ-
ten notice issued by BLM that imple-
ments the regulations in this part, part
3280, or geothermal resource oper-
ational orders, and provides more spe-
cific instructions on geothermal issues
within a state, district, or field office.
Notices to Lessees may be obtained by
contacting the BLM State Office that
issued the NTL.

Operating rights (working interest)
means any interest held in a lease with
the right to explore for, develop, and
produce leased substances.

Operating rights owner means a person
who holds operating rights in a lease. A
lessee is an operating rights owner if
the lessee did not transfer all of its op-
erating rights. An operator may or
may not own operating rights.

Operations plan, or plan of operations
means a plan which fully describes the
location of proposed drill pad, access
roads and other facilities related to the
drilling and testing of Federal geo-
thermal resources, and includes meas-
ures for environmental and other re-
sources protection and mitigation.

43 CFR Ch. Il (10-1-11 Edition)

Operator means any person who has
taken responsibility in writing for the
operations conducted on leased lands.

Person means an individual, firm,
corporation, association, partnership,
trust, municipality, consortium, or
joint venture.

Primary term means the first 10 years
of a lease, not including any periods of
suspension.

Produced or wutilized in commercial
quantities means the completion of a
well that:

(1) Produces geothermal resources in
commercial quantities; or

(2) Is capable of producing geo-
thermal resources in commercial quan-
tities so long as BLM determines that
diligent efforts are being made toward
the utilization of the geothermal re-
source.

Public lands means the same as de-
fined in 43 U.S.C. 1702(e).

Record title means legal ownership of

a geothermal Ilease established in
BLM’s records.
Relinquishment means the lessee’s

voluntary action to end the lease in
whole or in part.

Secretary means the Secretary of the
Interior or the Secretary’s delegate.

Site license means BLM’s written au-
thorization to site a utilization facility
on leased Federal lands.

Stipulation means additional condi-
tions BLM attaches to a lease or per-
mit.

Sublease means the lessee’s convey-
ance of its interests in a lease to an op-
erating rights owner. A sublessee is re-
sponsible for complying with all terms,
conditions, and stipulations of the
lease.

Subsequent well operations are those
operations done to a well after it has
been drilled. Examples of subsequent
well operations include: cleaning the
well out, surveying it, performing well
tests, chemical stimulation, running a
liner or another casing string, repair-
ing existing casing, or converting the
well from a producer to an injector or
vice versa.

Sundry notice is your written request
to perform work not covered by an-
other type of permit, or to change op-
erations in your previously approved
permit.
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Surface management agency means
any Federal agency, other than BLM,
that is responsible for managing the
surface  overlying Federally-owned
minerals.

Temperature gradient well means a
well authorized under a geothermal ex-
ploration permit drilled in order to ob-
tain information on the change in tem-
perature over the depth of the well.

Transfer means any conveyance of an
interest in a lease by assignment, sub-
lease, or otherwise.

Unit agreement means an agreement
to explore for, produce and utilize sepa-
rately-owned interests in geothermal
resources as a single consolidated unit.
A unit agreement defines how costs
and benefits will be allocated among
the holders of interest in the unit area.

Unit area means all tracts committed
to an approved unit agreement.

Unit operator means the person who
has stated in writing to BLM that the
interest owners of the committed
leases have designated it as operator of
the unit area.

Unitized substances means geothermal
resources recovered from lands com-
mitted to a unit agreement.

Utilication Plan or plan of utilication
means a plan which fully describes the
utilization facility, including measures
for environmental protection and miti-
gation.

Waste means:

(1) Physical waste, including refuse;
or

(2) Improper use or unnecessary dis-
sipation of geothermal resources
through inefficient drilling, produc-
tion, transmission, or utilization.

§3200.3 Changes in agency duties.

There are many leases and agree-
ments currently in effect, and that will
remain in effect, involving Federal geo-
thermal resources leases that specifi-
cally refer to the United States Geo-
logical Survey, USGS, Minerals Man-
agement Service, MMS, or Conserva-
tion Division. These leases and agree-
ments may also specifically refer to
various officers such as Supervisor,
Conservation Manager, Deputy Con-
servation Manager, Minerals Manager,
and Deputy Minerals Manager. Those
references must now be read to mean
either the Bureau of Land Management
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or the Minerals Management Service,
as appropriate. In addition, many
leases and agreements specifically
refer to 30 CFR part 270 or a specific
section of that part. Effective Decem-
ber 3, 1982, references in such leases
and agreements to 30 CFR part 270
should be read as references to this
part 3200, which is the successor regu-
lation to 30 CFR part 270.

§3200.4 What requirements must I
comply with when taking any ac-
tions or conducting any operations
under this part?

When you are taking any actions or
conducting any operations under this
part, you must comply with:

(a) The Act and the regulations of
this part;

(b) Geothermal resource operational
orders;

(c) Notices to lessees;

(d) Lease terms and stipulations;

(e) Approved plans and permits;

(f) Conditions of approval;

(g) Verbal orders from BLM that will
be confirmed in writing;

(h) Other instructions from BLM; and

(i) Any other applicable laws and reg-
ulations.

§3200.5 What are my rights of appeal?

(a) If you are adversely affected by a
BLM decision under this part, you may
appeal that decision under parts 4 and
1840 of this title.

(b) All BLM decisions or approvals
under this part are immediately effec-
tive and remain in effect while appeals
are pending unless a stay is granted in
accordance with §4.21(b) of this title.

§3200.6 What types of geothermal
leases will BLM issue?

BLM will issue two types of geo-
thermal leases:

(a) Geothermal leases (competitively
issued under subpart 3203 or non-
competitively issued under subpart
3204) which may be used for any type of
geothermal use, such as commercial
generation of electricity or direct use
of the resource.

(b) Direct use leases (issued under
subpart 3205).
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§3200.7 What regulations apply to geo-
thermal leases issued before August
8, 2005?

(a) General applicability. (1) Leases
issued before August 8, 2005, are subject
to this part and part 3280, except that
such leases are subject to the BLM reg-
ulations in effect on August 8, 2005 (43
CFR parts 3200 and 3280 (2004)), with re-
gard to regulatory provisions relating
to royalties, minimum royalties, rent-
als, primary term and lease extensions,
diligence and annual work require-
ments, and renewals.

(2) The lessee of a lease issued before
August 8, 2005, may elect to be subject
to all of the regulations in this part
and part 3280, without regard to the ex-
ceptions in paragraph (a)(1) of this sec-
tion. Such an election must occur no
later than December 1, 2008. Any such
election as it pertains to lease terms
relating to royalty rates must be made
under the royalty rate conversion pro-
visions of subpart 3212. A lessee must
obtain a royalty conversion under sub-
part 3212 to make an election under
this paragraph effective.

(b) Royalty rate conversion and produc-
tion incentives. The lessee of a lease
issued before August 8, 2005, may:

(1) Choose to convert lease terms re-
lating to royalty rates under subpart
3212; or

(2) If it does not convert lease terms
relating to royalty rates, apply for a
production incentive under subpart
3212 (if eligible under that subpart).

(c) Two year extension. The lessee of a
lease issued before August 8, 2005, may
apply to extend a lease that was within
2 years of the end of its term on August
8, 2005, for up to 2 years to allow
achievement of production under the
lease or to allow the lease to be in-
cluded in a producing unit.

§3200.8 What regulations apply to
leases issued in response to applica-
tions pending on August 8, 2005?

(a) Any leases issued in response to
applications that were pending on Au-
gust 8, 2005, are subject to this part and
part 3280, except that such leases are
subject to the BLM regulations in ef-
fect on August 8, 2005 (43 CFR parts
3200 and 3280 (2004)), with regard to reg-
ulatory provisions relating to royal-
ties, minimum royalties, rentals, pri-
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mary term and lease extensions, dili-
gence and annual work requirements,
and renewals.

(b)(1) The lessee of a lease issued pur-
suant to an application that was pend-
ing on August 8, 2005, may elect to be
subject to all of the regulations in this
part and part 3280, without regard to
the exceptions in paragraph (a) of this
section.

(2) For leases issued on or after Au-
gust 8, 2005, and before June 1, 2007, an
election under paragraph (b)(1) of this
section must occur no later than De-
cember 1, 2008.

(3) For leases issued on or after June
1, 2007, the lease applicant must make
its election under paragraph (b)(1) of
this section and notify BLM before the
lease is issued.

Subpart 3201—Available Lands

§3201.10 What lands are available for
geothermal leasing?

(a) BLM may issue leases on:

(1) Lands administered by the De-
partment of the Interior, including
public and acquired lands not with-
drawn from such use;

(2) Lands administered by the De-
partment of Agriculture with its con-
currence;

(3) Lands conveyed by the United
States where the geothermal resources
were reserved to the United States; and

(4) Lands subject to Section 24 of the
Federal Power Act, as amended (16
U.S.C. 818), with the concurrence of the
Secretary of Energy.

(b) If your activities under your lease
or permit might adversely affect a sig-
nificant thermal feature of a National
Park System unit, BLM will include
stipulations to protect this thermal
feature in your lease or permit. These
stipulations will be added, if necessary,
when your lease or permit is issued, ex-
tended, renewed or modified.

§3201.11 What lands are not available
for geothermal leasing?

BLM will not issue leases for:

(a) Lands where the Secretary has de-
termined that issuing the lease would
cause unnecessary or undue degrada-
tion of public lands and resources;
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(b) Lands contained within a unit of
the National Park System, or other-
wise administered by the National
Park Service;

(¢c) Lands within a National Recre-
ation Area;

(d) Lands where the Secretary deter-
mines after notice and comment that
geothermal operations, including ex-
ploration, development or utilization
of lands, are reasonably likely to result
in a significant adverse effect on a sig-
nificant thermal feature within a unit
of the National Park System;

(e) Fish hatcheries or wildlife man-
agement areas administered by the
Secretary;

(f) Indian trust or restricted lands
within or outside the boundaries of In-
dian reservations;

(g) The Island Park Geothermal
Area; and

(h) Lands where Section 43 of the
Mineral Leasing Act (30 U.S.C. 226-3)
prohibits geothermal leasing, includ-
ing:

(1) Wilderness areas or wilderness
study areas administered by BLM or
other surface management agencies;

(2) Lands designated by Congress as
wilderness study areas, except where
the statute designating the study area
specifically allows leasing to continue;
and

(3) Lands within areas allocated for
wilderness or further planning in Exec-
utive Communication 1504, Ninety-
Sixth Congress (House Document 96—
119), unless such lands are allocated to
uses other than wilderness by a land
and resource management plan or are
released to uses other than wilderness
by an Act of Congress.

Subpart 3202—Lessee
Qualifications

§3202.10 Who may hold a geothermal
lease?

You may hold a geothermal lease if
you are:

(a) A United States citizen who is at
least 18 years old;

(b) An association of United States
citizens, including a partnership;

(c) A corporation organized under the
laws of the United States, any state or
the District of Columbia; or

(d) A domestic governmental unit.

§3203.5

§3202.11 Must I prove I am qualified
to hold a lease when filing an appli-
cation to lease?

You do not need to submit proof that
you are qualified to hold a lease under
§3202.10 at the time you submit an ap-
plication to lease, but BLM may ask
you in writing for information about
your qualifications at any time. You
must submit the additional informa-
tion to BLM within 30 days after you
receive the request.

§3202.12 Are other persons allowed to
act on my behalf to file an applica-
tion to lease?

Another person may act on your be-
half to file an application to lease. The
person acting for you must be qualified
to hold a lease under §3202.10, and must
do the following:

(a) Sign the application;

(b) State his or her title;

(c) Identify you as the person he or
she is acting for; and

(d) Provide written proof of his or her
qualifications and authority to take
such action, if BLM requests it.

§3202.13 What happens if the appli-
cant dies before the lease is issued?

If the applicant dies before the lease
is issued, BLM will issue the lease to
either the administrator or executor of
the estate or the heirs. If the heirs are
minors, BLM will issue the lease to ei-
ther a legal guardian or trustee, pro-
vided that the legal guardian or trustee
is qualified to hold a Ilease under
§3202.10.

Subpart 3203—Competitive
Leasing

§3203.5 What is the general process
for obtaining a geothermal lease?

(a) The competitive geothermal leas-
ing process consists of the following
steps:

(1)(i) Entities interested in geo-
thermal development nominate lands
by submitting to BLM descriptions of
lands they seek to be included in a
lease sale; or

(ii) BLM may include land in a com-
petitive lease sale on its own initiative.
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(2) BLM provides notice of the par-
cels to be offered, and the time, loca-
tion, and process for participating in
the lease sale.

(3) BLM holds the lease sale and of-
fers leases to the successful bidder.

(b) BLM will issue geothermal leases
to the highest responsible qualified
bidder after a competitive leasing proc-
ess, except for situations where non-
competitive leasing is allowed under
subparts 3204 and 3205, which include:

(1) Lease applications pending on Au-
gust 8, 2005;

(2) Lands for which no bid was re-
ceived in a competitive lease sale;

(3) Direct use lease applications for
which no competitive interest exists;
and

(4) Lands subject to mining claims.

§3203.10 How are lands included in a
competitive sale?

(a) A qualified company or individual
may nominate lands for competitive
sale by submitting an applicable BLM
nomination form.

(b) A nomination is a description of
lands that you seek to be included in
one lease. Each nomination may not
exceed 5,120 acres, unless the area to be
leased includes an irregular subdivi-
sion. Your nomination must provide a
description of the lands nominated by
legal land description.

(1) For lands surveyed under the pub-
lic land rectangular survey system, de-
scribe the lands to the nearest aliquot
part within the legal subdivision, sec-
tion, township, and range;

(2) For unsurveyed lands, describe
the lands by metes and bounds, giving
courses and distances, and tie this in-
formation to an official corner of the
public land surveys, or to a prominent
topographic feature;

(3) For approved protracted surveys,
include an entire section, township,
and range. Do not divide protracted
sections into aliquot parts;

(4) For unsurveyed lands in Louisiana
and Alaska that have water bound-
aries, discuss the description with BLM
before submission; and

(6) For fractional interest lands,
identify the United States mineral
ownership by percentage.

(c) You may submit more than one
nomination, as long as each nomina-
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tion separately satisfies the require-
ments of paragraph (b) of this section
and includes the filing fee specified in
§3203.12.

(d) BLM may reconfigure lands to be
included in each parcel offered for sale.

(e) BLM may include land in a lease
sale on its own initiative.

§3203.11 Under what circumstances
may parcels be offered as a block
for competitive sale?

(a) As part of your nomination, you
may request that lands be offered as a
block at competitive sale by:

(1) Specifying that the lands re-
quested will be associated with a
project or unit: and

(2) Including information to support
your request. BLM may require that
you provide additional information.

(b) BLM may offer parcels as a block
in response to a request under para-
graph (a) of this section or on its own
initiative. BLM will offer parcels as a
block only if information is available
to BLM indicating that a geothermal
resource that could be produced as one
unit can reasonably be expected to un-
derlie such parcels.

§3203.12 What fees must I pay to
nominate lands?

Submit with your nomination a fil-
ing fee for nominations of lands as
found in the fee schedule in §3000.12 of
this chapter.

§3203.13 How often will BLM hold a
competitive lease sale?

BLM will hold a competitive lease
sale at least once every 2 years for
lands available for leasing in a state
that has nominations pending. A sale
may include lands in more than one
state. BLM may hold a competitive
lease sale in a state that has no nomi-
nations pending.

§3203.14 How will BLM provide notice
of a competitive lease sale?

(a) The lands available for competi-
tive lease sale under this subpart will
be described in a Notice of Competitive
Geothermal Lease Sale, which will in-
clude:

(1) The lease sale format and proce-
dures;
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(2) The time, date, and place of the
lease sale; and

(3) Stipulations applicable to each
parcel.

(b) At least 45 days before conducting
a competitive lease sale, BLM will post
the Notice in the BLM office having ju-
risdiction over the lands to be offered,
and make it available for posting to
surface managing agencies having ju-
risdiction over any of the included
lands.

(c) BLM may take other measures of
notification for the competitive sale
such as:

(1) Issuing news releases;

(2) Notifying interested parties of the
lease sale;

(3) Publishing notice in the news-
paper; or

(4) Posting the list of parcels on the
Internet.

§3203.15 How does BLM conduct a
competitive lease sale?

(a) BLM will offer parcels for com-
petitive bidding as specified in the sale
notice.

(b) The winning bid will be the high-
est bid by a qualified bidder.

(c) You may not withdraw a bid. Your
bid constitutes a legally binding com-
mitment by you.

(d) BLM will reject all bids and re-
offer a parcel if:

(1) BLM determines that the high
bidder is not qualified; or

(2) The high bidder fails to make all
payments required under §3203.17.

§3203.17 How must I make payments
if I am the successful bidder?

(a) You must make payments by per-
sonal check, cashier’s check, certified
check, bank draft, or money order pay-
able to the ‘‘Department of the Inte-
rior—Bureau of Land Management’ or
by other means deemed acceptable by
BLM.

(b) By the close of official business
hours on the day of the sale or such
other time as BLM may specify, you
must submit for each parcel:

(1) Twenty percent of the bid;

(2) The total amount of the first
year’s rental; and

(3) The processing fee for competitive
lease applications found in the fee
schedule in §3000.12 of this chapter.

§3204.5

(c) Within 15 calendar days after the
last day of the sale, you must submit
the balance of the bid to the BLM of-
fice conducting the sale.

(d) If you fail to make all payments
required under this section, or fail to
meet the qualifications in §3202.10,
BLM will revoke acceptance of your
bid and keep all money that has been
submitted.

§3203.18 What happens to parcels that
receive no bids at a competitive
lease sale?

Lands offered at a competitive lease
sale that receive no bids will be avail-
able for leasing in accordance with sub-
part 3204.

Subpart 3204—Noncompetitive
Leasing Other Than Direct Use
Leases

§3204.5 How can I obtain a non-

competitive lease?

(a) Lands offered at a competitive
lease sale that receive no bids will be
available for noncompetitive leasing
for a 2-year period beginning the first
business day following the sale.

(b) You may obtain a noncompetitive
lease for lands available exclusively for
direct use of geothermal resources,
under subpart 3205.

(c) The holder of a mining claim may
obtain a noncompetitive lease for lands
subject to the mining claim under
§3204.12.

(d) If your lease application was
pending on August 8, 2005, you may ob-
tain a noncompetitive lease under the
leasing process in effect on that date,
unless you notify BLM in writing that
you elect for the lease application to
be subject to the competitive leasing
process specified in this subpart. If you
elect for your lease application to be
subject to the competitive leasing
process in this subpart, your applica-
tion will be considered a nomination
for future competitive lease offerings
for the lands in your application. An
election made under this paragraph is
not the same as an election made under
§3200.8.
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§3204.10 What payment must I submit
with my noncompetitive lease appli-
cation?

Submit the processing fee for non-
competitive lease applications found in
the fee schedule in §3000.12 of this
chapter for each lease application, and
an advance rent in the amount of $1 per
acre (or fraction of an acre). BLM will
refund the advance rent if we reject the
lease application or if you withdraw
the lease application before BLM ac-
cepts it. If the advance rental payment
you send is less than 90 percent of the
correct amount, BLM will reject the
lease application.

§3204.11 How may I acquire a non-
competitive lease for lands that
were not sold at a competitive lease
sale?

(a) For a 2-year period following a
competitive lease sale, you may file a
noncompetitive lease application for
lands on which no bids were received,
on a form available from BLM. Submit
2 executed copies of the applicable
form to BLM. At least one form must
have an original signature. We will ac-
cept only exact copies of the form on
one 2-sided page.

(1) For 30 days after the competitive
geothermal lease sale, noncompetitive
applications will be accepted only for
parcels as configured in the Notice of
Competitive Geothermal Lease Sale.

(2) Subsequent to the 30-day period
specified in paragraph (a)(1) of this sec-
tion, you may file a noncompetitive
application for any available lands cov-
ered by the competitive lease sale.

(b)(1) All applications for a particular
parcel under this section will be con-
sidered simultaneously filed if received
in the proper BLM office any time dur-
ing the first business day following the
competitive lease sale. You may sub-
mit only one application per parcel. An
application will not be available for
public inspection the day it is filed.
BLM will randomly select an applica-
tion among those accepted on the first
business day to receive a lease offer.

(2) Subsequent to the first business
day following the competitive lease
sale, the first qualified applicant to
submit an application will be offered
the lease. If BLM receives simulta-
neous applications as to date and time
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for overlapping lands, BLM will ran-
domly select one to receive a lease
offer.

§3204.12 How may I acquire a non-
competitive lease for lands subject
to a mining claim?

If you hold a mining claim for which
you have a current approved plan of op-
erations, you may file a noncompeti-
tive lease application for lands within
the mining claim, on a form available
from BLM. Submit two (2) executed
copies of the applicable form to BLM,
together with documentation of mining
claim ownership and the current ap-
proved plan of operations for the mine.
At least one form must have an origi-
nal signature. We will accept only
exact copies of the form on one 2-sided
page.

§3204.13 How will BLM process non-

competitive lease applications
pending on August 8, 2005?
Noncompetitive 1lease applications

pending on August 8, 2005, will be proc-
essed under policies and procedures ex-
isting on that date unless the applicant
notifies BLM in writing that it elects
for the lease application to be subject
to the competitive leasing process
specified in this subpart, in which case
the application will be considered a
nomination for future competitive
lease offerings for the lands in the ap-
plication.

§3204.14 May I amend my application
for a noncompetitive lease?

You may amend your application for
a noncompetitive lease at any time be-
fore we issue the lease, provided your
amended application meets the re-
quirements in this subpart and does
not add lands not included in the origi-
nal application. To add lands, you must
file a new application.

§3204.15 May I withdraw my applica-
tion for a noncompetitive lease?

During the 30-day period after the
competitive lease sale, BLM will only
accept a withdrawal of the entire appli-
cation. Following that 30-day period,
you may withdraw your noncompeti-
tive lease application in whole or in
part at any time before BLM issues the
lease. If a partial withdrawal causes
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your lease application to contain less
than the minimum acreage required
under §3206.12, BLM will reject the ap-
plication.

Subpart 3205—Direct Use Leasing

§3205.6 When may BLM issue a direct
use lease to an applicant?

(a) BLM may issue a direct use lease
to an applicant if the following condi-
tions are satisfied:

(1) The lands included in the lease ap-
plication are open for geothermal leas-
ng;

(2) BLM determines that the lands
are appropriate for exclusive direct use
operations, without sale, for purposes
other than commercial generation of
electricity;

(3) The acreage covered by the lease
application is not greater than the
quantity of acreage that is reasonably
necessary for the proposed use;

(4) BLM has published a notice of the
land proposed for a direct use lease for
90 days before issuing the lease;

(5) During the 90-day period begin-
ning on the date of publication, BLM
did not receive any nomination to in-
clude the lands in the next competitive
lease sale following that period for
which the lands would be eligible;

(6) BLM determines there is no com-
petitive interest in the resource; and

(7) The applicant is the first qualified
applicant.

(b) If BLM determines that the land
for which an applicant has applied
under this subpart is open for geo-
thermal leasing and is appropriate only
for exclusive direct use operations, but
determines that there is competitive
interest in the resource, it will include
the land in a competitive lease sale
with lease stipulations limiting oper-
ations to exclusive direct use.

§3205.7 How much acreage should I
apply for in a direct use lease?

You should apply for only the
amount of acreage that is necessary for
your intended operation. A direct use
lease may not cover more than the
quantity of acreage that BLM deter-
mines is reasonably necessary for the
proposed use. In no case may a direct
use lease exceed 5,120 acres, unless the

§3205.12

area to be leased includes an irregular
subdivision.

§3205.10 How do I obtain a direct use
lease?

(a) You may file an application for a
direct use lease for any lands on which
BLM manages the geothermal re-
sources, on a form available from BLM.
You may not sell the geothermal re-
source and you may not use it for the
commercial generation of electricity.

(b) In your application, you must
also provide information that will
allow BLM to determine how much
acreage 1is reasonably necessary for
your proposed use, including:

(1) A description of all anticipated
structures, facilities, wells, and pipe-
lines including their size, location,
function, and associated surface dis-
turbance;

(2) A description of the utilization
process;

(3) A description and analysis of an-
ticipated reservoir production, injec-
tion, and characteristics to the extent
required by BLM; and

(4) Any additional information or
data that we may require.

(c) Submit with your application the
nonrefundable processing fee for non-
competitive lease applications found in
the fee schedule in §3000.12 of this
chapter for each direct use lease appli-
cation.

§3205.12 How will BLM respond to di-
rect use lease applications on lands
managed by another agency?

BLM will respond to a direct use
lease application on lands managed by
another surface management agency
by forwarding the application to that
agency for its review. If that agency
consents to lease issuance and rec-
ommends that the lands are appro-
priate for direct use operations, with-
out sale, for purposes other than com-
mercial generation of electricity, BLM
will consider that consent and rec-
ommendation in determining whether
to issue the lease. BLM may not issue
a lease without the consent of the sur-
face management agency.
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§3205.13 May I withdraw my applica-
tion for a direct use lease?

You may withdraw your application
for a direct use lease any time before
issuance of a lease.

§3205.14 May I amend my application
for a direct use lease?

You may amend your application for
a direct use lease at any time before we
issue the lease, provided your amended
application meets the requirements in
this subpart and does not add lands. To
add lands, you must file a new applica-
tion.

§3205.15 How will I know whether my
direct use lease will be issued?

(a) If BLM decides to issue you a di-
rect use lease, it will do so in accord-
ance with this subpart and subpart
3206.

(b) If BLM decides to deny your ap-
plication for a direct use lease, it will
advise you of its decision in writing.

Subpart 3206—Lease Issuance

§3206.10 What must I do for BLM to
issue a lease?

Before BLM issues any lease, you
must:

(a) Accept all lease stipulations;

(b) Make all required payments to
BLM;

(c) Sign a unit joinder or waiver, if
applicable; and

(d) Comply with the maximum limit
on acreage holdings (see §§3206.12 and
3206.16).

§3206.11 What must BLM do before
issuing a lease?

For all leases, BLM must:

(a) Determine that the land is avail-
able; and

(b) Determine that your lease devel-
opment will not have a significant ad-
verse impact on any significant ther-
mal feature within any of the following
units of the National Park System:

(1) Mount Rainier National Park;

(2) Crater Liake National Park;

(3) Yellowstone National Park;

(4) John D. Rockefeller, Jr. Memorial
Parkway;

(5) Bering Land Bridge National Pre-
serve;
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(6) Gates of the Arctic National Park
and Preserve;

(7) Katmai National Park;

(8) Aniakchak National Monument
and Preserve;

(9) Wrangell-St. Elias National Park
and Preserve;

(10) Lake Clark National Park and
Preserve;

(11) Hot Springs National Park;

(12) Big Bend National Park (includ-
ing that portion of the Rio Grande Na-
tional Wild Scenic River within the
boundaries of Big Bend National Park);

(13) Liassen Volcanic National Park;

(14) Hawaii Volcanoes National Park;

(15) Haleakala National Park;

(16) Lake Mead National Recreation
Area; and

(17) Any other significant thermal
features within National Park System
units that the Secretary may add to
the list of these features, in accordance
with 30 U.S.C. 1026(a)(3).

§3206.12 What are the minimum and
maximum lease sizes?

Other than for direct use leases (the
size for which is addressed in §3205.7),
the smallest lease we will issue is 640
acres, or all lands available for leasing
in the section, whichever is less. The
largest lease we will issue is 5,120 acres,
unless the area to be leased includes an
irregular subdivision. A lease must em-
brace a reasonably compact area.

§3206.13 What is the maximum acre-
age I may hold?

You may not directly or indirectly
hold more than 51,200 acres in any one
state.

§3206.14 How does BLM compute acre-
age holdings?

BLM computes acreage holdings as
follows:

(a) If you own an undivided lease in-
terest, your acreage holdings include
the total lease acreage:

(b) If you own stock in a corporation
or a beneficial interest in an associa-
tion which holds a geothermal lease,
your acreage holdings will include your
proportionate part of the corporation’s
or association’s share of the total lease
acreage. This paragraph applies only if
you own more than 10 percent of the
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corporate stock or a beneficial interest
in the association; and

(c) If you own a lease interest, you
will be charged with the proportionate
share of the total lease acreage based
on your share of the lease ownership.
You will not be charged twice for the
same acreage where you own both
record title and operating rights for
the lease. For example, if you own 50
percent record title interest in a 640
acre lease and 25 percent operating
rights, you are charged with 320 acres.

§3206.15 How will BLM charge acre-
age holdings if the United States
owns only a fractional interest in
the geothermal resources in a
lease?

Where the United States owns only a
fractional interest in the geothermal
resources of the lands in a lease, BLM
will only charge you with the part
owned by the United States as acreage
holdings. For example, if you own 100
percent of record title in a 100 acre
lease, and the United States owns 50
percent of the mineral estate, you are
charged with 50 acres.

§3206.16 Is there any acreage which is
not chargeable?

BLM does not count leased acreage
included in any approved unit agree-
ment, drilling contract, or develop-
ment contract as part of your total
state acreage holdings.

§3206.17 What will BLM do if my hold-
ings exceed the maximum acreage
limits?

BLM will notify you in writing if
your acreage holdings exceed the limit
in §3206.13. You have 90 days from the
date you receive the notice to reduce
your holdings to within the limit. If
you do not comply, BLM will cancel
your leases, beginning with the lease
most recently issued, until your hold-
ings are within the limit.

§3206.18 When will BLM
lease?

issue my

BLM issues your lease the day we
sign it. Your lease goes into effect the
first day of the next month after the
issuance date.

§3207.11

Subpart 3207—Lease Terms and
Extensions

§3207.5 What terms
apply to my lease?

Your lease may include a number of
different time periods. Not every time
period applies to every lease. These pe-
riods include:

(a) A primary term consisting of:

(1) Ten years;

(2) An initial extension of the pri-
mary term for up to 5 years;

(3) An additional extension of the pri-
mary term for up to 5 years;

(b) A drilling extension of 5 years
under §3207.14;

(c) A production extension of up to 35
years; and

(d) A renewal period of up to 55 years.

(time periods)

§3207.10 What is the primary term of
my lease?

(a) Leases have a primary term of 10
years.

(b) BLM will extend the primary
term for 5 years if:

(1) By the end of the 10th year of the
primary term in paragraph (a), you
have satisfied the requirements in
§3207.11; and

(2) At the end of each year after the
10th year of the lease, you have satis-
fied the requirements in §3207.12(a) or
(d) for that year.

(c) BLM will extend the primary
term for 5 additional years if:

(1) You satisfied the requirements of
§3207.12(b) or (d); and

(2) At the end of each year of the sec-
ond 5-year extension you satisfy the re-
quirements in §3207.12(c) or (d) for that
year.

(d) If you do not satisfy the annual
requirements during the initial or addi-
tional extension of your primary term,
your lease terminates or expires.

§3207.11 What work am I required to
perform during the first 10 years of
my lease for BLM to grant the ini-
tial extension of the primary term
of my lease?

(a) By the end of the 10th year, you
must expend a minimum of $40 per acre
in development activities that provide
additional geologic or reservoir infor-
mation, such as:
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(1) Geologic investigation and anal-
ysis;

(2) Drilling temperature gradient
wells;

(3) Core drilling;

(4) Geochemical or geophysical sur-
veys;

(5) Drilling production or injection
wells;

(6) Reservoir testing; or

(7) Other activities approved by BLM.

(b) In lieu of the work requirement in
paragraph (a) of this section, you may:

(1) Make a payment to BLM equiva-
lent to the required work expenditure
such that the total of the payment and
the value of the work you perform
equals $40 per acre (or fraction thereof)
of land included in your lease; or

(2) Submit documentation to BLM
that you have produced or utilized geo-
thermal resources in commercial quan-
tities.

(c) Prior to the end of the 10th year
of the primary term, you must submit
detailed information to BLM dem-
onstrating that you have complied
with paragraph (a) or (b) of this sec-
tion. Describe the activities by type,
location, date(s) conducted, and the
dollar amount spent on those oper-
ations. Include all geologic informa-
tion obtained from your activities in
your report. Submit additional infor-
mation that BLM requires to deter-
mine compliance within the timeframe
that we specify. We must approve the
type of work done and the expenditures
claimed in your report before we can
credit them toward your requirements.

(d) If you do not perform develop-
ment activities, make payments, or
document production or utilization as
required by this section, your lease will
expire at the end of the 10-year pri-
mary term.

(e) If you complied with paragraph
(c) of this section, but BLM has not de-
termined by the end of the 10th year
whether you have complied with the
requirements of paragraph (a) or (b) of
this section, upon request we will sus-
pend your lease effective immediately
before its expiration in order to deter-
mine your compliance. If we determine
that you have complied, we will 1lift the
suspension and grant the first 5-year
extension of the primary term effective
on the first day of the month following
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our determination of compliance. If we
determine that you have not complied,
we will terminate the suspension and
your lease will expire upon the date of
the termination of the suspension.

(f) Every 3 calendar years the dollar
amount of the work requirements and
the amount to be paid in lieu of such
work required by this section will
automatically be updated. The update
will be based on the change in the Im-
plicit Price Deflator-Gross Domestic
Product for those 3 years.

§3207.12 What work am I required to
perform each year for BLM to con-
tinue the initial and additional ex-
tensions of the primary term of my
lease?

(a) To continue the initial extension
of the primary term of your lease, in
each of lease years 11, 12, 13, and 14,
you must expend a minimum of $15 per
acre (or fraction thereof) per year in
development activities that establish a
geothermal potential or confirm the
existence of producible geothermal re-
sources. Such activities include, but
are not limited to:

(1) Geologic investigation and anal-
ysis;

(2) Drilling temperature gradient
wells;

(3) Core drilling;

(4) Geochemical or geophysical sur-
veys;

(5) Drilling production or injection
wells;

(6) Reservoir testing; or

(7) Other activities approved by BLM.

(b) For BLM to grant the additional
extension of the primary term of your
lease, in year 15 you must expend a
minimum of $15 per acre (or fraction
thereof) in development activities that
provide additional geologic or reservoir
information, such as those described in
paragraph (a) of this section.

(c) To continue the additional exten-
sion of the primary term of your lease,
in each of lease years 16, 17, 18, and 19,
you must expend a minimum of $25 per
acre (or fraction thereof) per year in
development activities that provide ad-
ditional geologic or reservoir informa-
tion, such as those described in para-
graph (a) of this section.

(d) In lieu of the work requirements
in paragraphs (a), (b), and (c¢) of this
section, you may:
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(1) Submit documentation to BLM
that you have produced or utilized geo-
thermal resources in commercial quan-
tities; or

(2) Make a payment to BLM equiva-
lent to the required annual work ex-
penditure such that the total of the
payment and the value of the work you
perform equals $15 or $25 per acre per
year of land included in your lease, as
applicable. BLM may limit the number
of years that it will accept such pay-
ments if it determines that further
payments in lieu of the work require-
ments would impair achievement of
diligent development of the geothermal
resources.

(e) Under paragraph (a) or paragraph
(b) of this section, if you expend an
amount greater than the amount speci-
fied, you may apply any payment in ex-
cess of the specified amount to any
subsequent year within the applicable
5-year extension of the primary term.
An excess payment during the first 5-
year extension period may not be ap-
plied to any year within the second 5-
year extension period.

(f) You must submit information to
BLM showing that you have complied
with the applicable requirements in
this section no later than:

(1) 60 days after the end of years 11,
12, 13, and 14;

(2) 60 days before the end of year 15;
and

(3) 60 days after the end of years 16,
17, 18, and 19.

(g) In your submission, describe your
activities by type, location, date(s)
conducted, and the dollar amount
spent on those operations. Include all
geologic information obtained from
your activities in your report. We must
approve the type of work done and the
expenditures claimed in your report be-
fore we can credit them toward your
requirements. We will notify you if you
have not met the requirements.

(h) If you do not comply with the re-
quirements of this section in any year
of a b5-year extension of the primary
term, BLM will terminate your lease at
the end of that year unless you qualify
for a drilling extension under § 3207.13.

(i) Every three calendar years the
dollar amount of the work require-
ments and the amount to be paid in
lieu of such work required by this sec-
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tion will automatically be updated.
The update will be based on the change
in the Implicit Price Deflator-Gross
Domestic Product for those three
years.

§3207.13 Must I comply with the re-
quirements of §§3207.11 and 3207.12
when my lease overlies a mining
claim?

(a) BLM will exempt you from com-
plying with the requirements of
§§3207.11 and 3207.12 when you dem-
onstrate to BLM that:

(1) The mining claim has a plan of op-
erations approved by the appropriate
Federal land management agency; and

(2) Your development of the geo-
thermal resource on the lease would
interfere with the mining operations.

(b) The exemption provided under
paragraph (a) of this section expires
upon termination of the mining oper-
ations.

§3207.14 How do I qualify for a drill-
ing extension?

(a) BLM will extend your lease for 5
yvears under a drilling extension if at
the end of the 10th year or any subse-
quent year of the initial or additional
extension of the primary term you:

(1) Have not met the requirements
that you must satisfy for BLM to grant
or to continue the initial or additional
extensions of your primary lease term
under §3207.12, or your lease is in its
20th year;

(2) Commenced drilling a well before
the end of such year for the purposes of
testing or producing a geothermal res-
ervoir; and

(3) Are diligently drilling to a target
that BLM determines is adequate,
based on the local geology and type of
development you propose.

(b) The drilling extension is effective
on the first day following the expira-
tion or termination of the primary
term.

(c) At the end of your drilling exten-
sion, your lease will expire unless you
qualify for a production extension
under §3207.15.
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§3207.15 How do I qualify for a pro-
duction extension?

(a) BLM will grant a production ex-
tension of up to 35 years, if you are pro-
ducing or wutilizing geothermal re-
sources in commercial quantities.

(b) Before granting a production ex-
tension, BLM must determine that
you:

(1) Have a well that is actually pro-
ducing geothermal resources in com-
mercial quantities; or

(2)(1) Have completed a well that is
capable of producing geothermal re-
sources in commercial quantities; and

(ii) Are making diligent efforts to-
ward utilization of the resource.

(c) To qualify for a production exten-
sion under paragraph (b)(2) of this sec-
tion, unless BLM specifies otherwise
you must demonstrate on an annual
basis that you are making diligent ef-
forts toward utilization of the re-
source.

(d) BLM will make the determina-
tions required under paragraphs (b)(1)
and (b)(2)(1) of this section based on the
information you provide under sub-
parts 3264 and 3276 and any other infor-
mation that BLM may require you to
submit.

(e) For BLM to make the determina-
tion required under paragraph (b)(2)(ii)
of this section, you must provide BLM
with information, such as:

(1) Actions you have taken to iden-
tify and define the geothermal resource
on your lease;

(2) Actions you have taken to nego-
tiate marketing arrangements, sales
contracts, drilling agreements, or fi-
nancing for electrical generation and
transmission projects;

(3) Current economic factors and con-
ditions that would affect the decision
of a prudent operator to produce or uti-
lize geothermal resources in commer-
cial quantities on your lease; and

(4) Other actions you have taken,
such as obtaining permits, conducting
environmental studies, and meeting
permit requirements.

(f) Your production extension will
begin on the first day of the month fol-
lowing the end of the primary term (in-
cluding the initial and additional ex-
tensions) or the drilling extension.

(g) Your production extension will
continue for up to 35 years as long as
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the geothermal resource is being pro-
duced or utilized in commercial quan-
tities. If you fail to produce or utilize
geothermal resources in commercial
quantities, BLM will terminate your
lease unless you meet the conditions
set forth in §3212.15 or §3213.19.

§3207.16 When may my lease be re-
newed?

You have a preferential right to
renew your lease for a second term of
up to 55 years, under such terms and
conditions as BLM deems appropriate,
if at the end of the production exten-
sion you are producing or utilizing geo-
thermal resources in commercial quan-
tities and the lands are not needed for
any other purpose. The renewal term
will continue for up to 55 years if you
produce or utilize geothermal re-
sources in commercial quantities and
satisfy other terms and conditions
BLM imposes.

§3207.17 How is the term of my lease
affected by commitment to a unit?

(a) If your lease is committed to a
unit agreement and its term would ex-
pire before the unit term would, BLM
may extend your lease to match the
term of the unit. We will do this if unit
development has been diligently pur-
sued while your lease is committed to
the unit.

(b) To extend the term of a lease
committed to a unit, the unit operator
must send BLM a request for lease ex-
tension at least 60 days before the lease
expires showing that unit development
has been diligently pursued. BLM may
require additional information.

(c) Within 30 days after receiving
your complete extension request, BLM
will notify the unit operator whether
we approve.

§3207.18 Can my lease be extended if
it is eliminated from a unit?

If your lease is eliminated from a
unit under §3283.6, it is eligible for an
extension if it meets the requirements
for such extension.
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Subpart 3210—Additional Lease
Information

§3210.10 When does lease segregation
occur?

(a) Lease segregation occurs when:

(1) A portion of a lease is committed
to a unit agreement while other por-
tions are not committed; or

(2) Only a portion of a lease remains
in a participating area when the unit
contracts. The portions of the lease
outside the participating area are
eliminated from the unit agreement
and segregated as of the effective date
of the unit contraction.

(b) BLM will assign the original lease
serial number to the portion within the
agreement. BLM will give the lease
portion outside the agreement a new
serial number, and the same lease
terms as the original lease.

§3210.11 Does a lease segregated from
an agreement or plan receive any
benefits from wunitization of the
committed portion of the original
lease?

The new segregated lease stands
alone and does not receive any of the
benefits provided to the portion com-
mitted to the unit. We will not give
you an extension for the eliminated
portion of the lease based on status of
the lands committed to the unit, in-
cluding production in commercial
quantities or the existence of a produc-
ible well.

§3210.12 May I consolidate leases?

BLM may approve your consolidation
of two or more adjacent leases that
have the same ownership and same
lease terms, including expiration dates,
if the combined leases do not exceed
the size limitations in §3206.12. We may
consolidate leases that have different
stipulations if all other lease terms are
the same. You must include the proc-
essing fee for lease consolidations
found in the fee schedule in §3000.12 of
this chapter with your request to con-
solidate leases.

§3210.13 Who may lease or locate
other minerals on the same lands as
my geothermal lease?

Anyone may lease or locate other
minerals on the same lands as your
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geothermal lease. The United States
reserves the ownership of and the right
to extract helium, oil, and hydrocarbon
gas from all geothermal steam and as-
sociated geothermal resources. In addi-
tion, BLM allows mineral leasing or lo-
cation on the same lands that are
leased for geothermal resources, pro-
vided that operations under the min-
eral leasing or mining laws do not un-
reasonably interfere with or endanger
your geothermal operations.

§3210.14 May BLM readjust the terms
and conditions in my lease?

(a)(1) Except for rentals and royalties
(readjustments of which are addressed
in paragraph (b) of this section, BLM
may readjust the terms and conditions
of your lease 10 years after you begin
production of geothermal resources
from your lease, and at not less than
10-year intervals thereafter, under the
procedures of paragraphs (c), (d), and
(e) of this section.

(2) If another Federal agency man-
ages the lands’ surface, we will ask
that agency to review the related
terms and conditions and propose any
readjustments. Once BLM and the sur-
face managing agency reach agreement
and the surface managing agency ap-
proves the proposed readjustment, we
will follow the procedures in para-
graphs (¢), (d), and (e) of this section.

(b) BLM may readjust your lease
rentals and royalties at not less than
20-year intervals beginning 35 years
after we determine that your lease is
producing geothermal resources in
commercial quantities. BLM will not
increase your rentals or royalties by
more than 50 percent over the rental or
royalties you paid before the readjust-
ment.

(c) BLM will give you a written pro-
posal to readjust the rentals, royalties,
or other terms and conditions of your
lease. You will have 30 days after you
receive the proposal to file with BLM
an objection in writing to the proposed
new terms and conditions.

(d) If you do not object in writing or
relinquish your lease, you will conclu-
sively be deemed to have agreed to the
proposed new terms and conditions.
BLM will issue a written decision set-
ting the date that the new terms and
conditions become effective as part of
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your lease. This decision will be in full
force and effect under its own terms,
and you are not authorized to appeal
the BLM decision to the Office of Hear-
ings and Appeals.

(e)(1) If you file a timely objection in
writing, BLM may issue a written deci-
sion making the readjusted terms and
conditions effective no sooner than 90
days after we receive your objections,
unless we reach an agreement with you
as to the readjusted terms and condi-
tions of your lease that makes them ef-
fective sooner.

(2) If BLM does not reach an agree-
ment with you by 60 days after we re-
ceive your objections, then either the
lessee or BLM may terminate your
lease, upon giving the other party 30
days’ notice in writing. A termination
under this paragraph does not affect
your obligations that accrued under
the lease when it was in effect, includ-
ing those specified in § 3200.4.

§3210.15 What if I appeal BLM’s deci-
sion to readjust my lease terms?

If you appeal BLM’s decision under
§3210.14(e)(1) to readjust the rentals,
royalties, or other terms and condi-
tions of your lease, the decision is ef-
fective during the appeal. If you win
your appeal and we must change our
decision, you will receive a refund or
credit for any overpaid rents or royal-
ties.

§3210.16 How must I prevent drainage
of geothermal resources from my
lease?

You must prevent the drainage of
geothermal resources from your lease
by diligently drilling and producing
wells that protect the Federal geo-
thermal resource from loss caused by
production from other properties.

§3210.17 What will BLM do if I do not
protect my lease from drainage?

BLM will determine
geothermal resources
your lease. MMS will
compensatory royalty based on our
findings. This royalty will equal the
amount you would have paid for pro-
ducing those resources. All interest
owners in a lease are jointly and sever-
ally liable for drainage protection and
any compensatory royalties.

the amount of
drained from
bill you for a
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Subpart 3211—Filing and Proc-
essing Fees, Rent, Direct Use
Fees, and Royalties

§3211.10 What are the processing and
filing fees for leases?

(a) Processing or filing fees are re-
quired for the following actions:

(1) Nomination of lands for competi-
tive leasing;

(2) Competitive lease application;

(3) Noncompetitive lease application
(including application for direct use
leases);

(4) Assignment and transfer of record
title or operating right;

(56) Name change, corporate merger,
or transfer to heir/devisee;

(6) Lease consolidation;

(7) Lease reinstatement;

(8) Site license application; and

(9) Assignment or transfer of site li-
cense.

(b) The amounts of these fees can be
found in §3000.12 of this chapter.

[72 FR 24400, May 2, 2007, as amended at 72
FR 50887, Sept. 5, 2007]

§3211.11 What are the annual lease
rental rates?

(a) BLM calculates annual rent based
on the amount of acreage covered by
your lease. To determine lease acreage
for this section, round up any partial
acreage up to the next whole acre. For
example, the annual rent on a 2,456.39
acre lease is calculated based on 2,457
acres.

(b) For leases issued on or after Au-
gust 8, 2005 (other than leases issued in
response to applications that were
pending on that date for which no elec-
tion is made under §3200.8(b)(1)), and
for leases issued before August 8, 2005,
for which an election is made under
§3200.7(a)(2), the rental rate is as fol-
lows:

(1) If you obtained your lease through
a competitive lease sale, then your an-
nual rent is $2 per acre for the first
yvear, and $3 per acre for the second
through tenth year;

(2) If you obtained your lease non-
competitively, then your annual rent is
$1 per acre for the first 10 years; and

(3) After the tenth year, your annual
rent will be $5 per acre, regardless of
whether you obtained your lease
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through a competitive lease sale or
noncompetitively.

(c) For leases issued before August 8,
2005, for which no election is made
under §3200.7(a)(2), and for leases issued
in response to applications pending on
that date for which no election is made
under §3200.8(b)(1), the rental rate is
the rate prescribed in the regulations
in effect on August 8, 2005 (43 CFR
3211.10 (2004)).

(d) For leases in which the United
States owns only a fractional interest
in the geothermal resources, BLM will
prorate the rents established in para-
graphs (a), (b), and (c) of this section,
based on the fractional interest owned
by the United States. For example, if
the United States owns 50 percent of
the geothermal resources in a 640 acre
lease, you pay rent based on 320 acres.

§3211.12
rent?

(a) First year. Pay BLM the first
year’s rent in advance. You may use a
personal check, cashier’s check, or
money order made payable to the De-
partment of the Interior—Bureau of
Land Management. You may also make
payments by credit card or electronic
funds transfer with our prior approval.

(b) Subsequent years. For all subse-
quent years, make your rental pay-
ments to MMS. See MMS regulations
at 30 CFR part 218.

How and where do I pay my

§3211.13 When is my annual rental
payment due?

Your rent is always due in advance.
MMS must receive your annual rental
payment by the anniversary date of the
lease each year. See the MMS regula-
tions at 30 CFR part 218, which explain
when MMS considers a payment as re-
ceived. If less than a full year remains
on a lease, you must still pay a full
year’s rent by the anniversary date of
the lease. For example, the rent on a
2,000-acre lease for the 11th year, would
be $10,000 ($5 per acre), due prior to the
10th anniversary of the lease.

§3211.14 Will I always pay rent on my
lease?

(a) For leases issued on or after Au-
gust 8, 2005 (other than leases issued in
response to applications that were
pending on that date for which no elec-
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tion is made under §3200.8(b)(1)), and
for leases issued before August 8, 2005,
for which an election is made under
§3200.7(a)(2), you must always pay rent-
al, whether you are in a unit or outside
of a unit, whether your lease is in pro-
duction or not, and whether royalties
or direct use fees apply to your produc-
tion.

(b) For leases issued before August 8,
2005, for which no election is made
under §3200.7(a)(2), and for leases issued
in response to applications pending on
that date for which no election is made
under §3200.8(b)(1), you must pay rent
for all the lands in your lease until:

(1) Your lease achieves production in
commercial quantities, at which time
you pay royalties; or

(2) Lands in your lease are within the
participating area of a unit agreement
or cooperative plan, at which time you
pay rent for lands outside the partici-
pating area and pay royalties for lands
within the participating area.

§3211.15 How do I credit rent towards
royalty?
You may credit rental towards roy-
alty under MMS regulations at 30 CFR
218.303.

§3211.16 Can I credit rent towards di-
rect use fees?

No. You may not credit rental to-
wards direct use fees. See MMS regula-
tions at 30 CFR 218.304.

§3211.17 What is the royalty rate on
geothermal resources produced
from or attributable to my lease
that are used for commercial gen-
eration of electricity?

(a) For leases issued on or after Au-
gust 8, 2005 (other than leases issued in
response to applications that were
pending on that date for which the les-
see does not make an election under
§3200.8(b)(1)), the royalty rate is the
rate prescribed in this paragraph.

(1) If you or your affiliate sell(s) elec-
tricity generated by use of geothermal
resources produced from or attributed
to your lease, then:

(i) For the first 10 years of produc-
tion, the royalty rate is 1.75 percent;

(ii) After the first 10 years of produc-
tion, the royalty rate is 3.6 percent;
and
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(iii) You must apply the rate estab-
lished under this paragraph to the
gross proceeds derived from the sale of
electricity under applicable MMS rules
at 30 CFR part 206, subpart H.

(2) If you or your affiliate sell(s) geo-
thermal resources produced from or at-
tributed to your lease at arm’s length
to a purchaser who uses those re-
sources to generate electricity, then
the royalty rate is 10 percent. You
must apply that rate to the gross pro-
ceeds derived from the arm’s-length
sale of the geothermal resources under
applicable MMS rules at 30 CFR part
206, subpart H.

(b) For leases issued before August 8,
2005, whose royalty terms are modified
to the terms prescribed in the Energy
Policy Act of 2005 under §3212.25, BLM
will establish royalty rates under para-
graphs (b)(1) and (b)(2) of this section.

(1) For leases that, prior to submit-
ting a request to modify the royalty
rate terms of the lease under section
3212.26, produced geothermal resources
for the commercial generation of elec-
tricity, or to which geothermal re-
source production for the commercial
generation of electricity was attrib-
uted:

(i) If you or your affiliate uses geo-
thermal resources produced from or at-
tributed to your lease to generate and
sell electricity, BLM will establish a
rate on a case-by-case basis that it ex-
pects will yield total royalty payments
over the life of the lease equivalent to
those that would have been paid under
the royalty rate in effect for the lease
before August 5, 2005. The rate is not
limited to the range of rates specified
in 30 U.S.C. 1004(a)(1). You must apply
the rate that BLM establishes to the
gross proceeds derived from the sale of
electricity under applicable MMS rules
at 30 CFR part 206, subpart H.

(ii) If you or your affiliate sells geo-
thermal resources produced from or at-
tributed to your lease at arm’s length
to a purchaser who uses those re-
sources to generate electricity, the
royalty rate is the rate specified in the
lease instrument. You must apply that
rate to the gross proceeds derived from
the arm’s-length sale of the geothermal
resources under applicable MMS rules
at 30 CFR part 206, subpart H.
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(2) For leases that, prior to submit-
ting a request to modify the royalty
rate terms of the lease under section
3212.26, did not produce geothermal re-
sources for the commercial generation
of electricity, and to which geothermal
resource production for the commer-
cial generation of electricity was not
attributed, BLM will establish royalty
rates equal to those set forth in para-
graph (a)(1) or (a)(2) of this section,
whichever is applicable.

(c) For leases issued before August 8,
2005, whose royalty terms are not
modified to the terms prescribed in the
Energy Policy Act of 2005 under
§3212.25, and for leases issued in re-
sponse to applications pending on that
date for which the lessee does not
make an election under §3200.8(b)(1),
the royalty rate is the rate prescribed
in the lease instrument.

§3211.18 What is the royalty rate on
geothermal resources produced
from or attributable to my lease
that are used directly for purposes
other than commercial generation
of electricity?

(a) For leases issued on or after Au-
gust 8, 2005 (other than leases issued in
response to applications that were
pending on that date for which the les-
see does not make an election under
§3200.8(b)), and for leases issued before
August 8, 2005, whose royalty terms are
modified to the terms prescribed in the
Energy Policy Act of 2005 under

§3212.25:
(1) If you or your affiliate use(s) the
geothermal resources directly and

do(es) not sell those resources at arm’s
length, no royalty rate applies. In-
stead, you must pay direct use fees ac-
cording to a schedule published by
MMS under MMS regulations at 30 CFR
206.356.

(2) If you or your affiliate sell(s) the
geothermal resources at arm’s length
to a purchaser who uses the resources
for purposes other than commercial
generation of electricity, your royalty
rate is 10 percent. You must apply that
royalty rate to the gross proceeds de-
rived from the arm’s-length sale under
applicable MMS regulations at 30 CFR
part 206, subpart H.

(3) If you are a lessee and you are a
state, tribal, or local government, no
royalty rate applies. Instead you must
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pay a nominal fee established under
MMS rules at 30 CFR 206.366.

(b) For leases issued before August 8,
2005, whose royalty terms are not
modified to the terms prescribed in the
Energy ©Policy Act of 2005 under
§3212.25, and for leases issued in re-
sponse to applications pending on that
date for which the lessee does not
make an election under §3200.8(b), the
royalty rate is the rate prescribed in
the lease instrument.

(c) For purposes of this section, di-
rect use of geothermal resources in-
cludes generation of electricity that is
not sold commercially and that is used
solely for the operation of a facility
unrelated to commercial electrical
generation.

§3211.19 What is the royalty rate on
byproducts derived from geo-
thermal resources produced from
or attributable to my lease?

(a) For leases issued on or after Au-
gust 8, 2005 (other than leases issued in
response to applications that were
pending on that date for which no elec-
tion is made under §3200.8(b)(1)), and
for leases issued before August 8, 2005,
for which an election is made under
§3200.7(a)(2):

(1) The royalty rate for byproducts
derived from geothermal resource pro-
duction that are identified in Section 1
of the Mineral Leasing Act (MLA), as
amended (30 U.S.C. 181), is the royalty
rate that is prescribed in the MLA or
in the regulations implementing the
MLA for production of that mineral
under a lease issued under the MLA;
and

(2) For a byproduct that is not identi-
fied in 30 U.S.C. 181, no royalty is due.

(b) For leases issued before August 8,
2005, for which no election is made
under §3200.7(a)(2), and for leases issued
in response to applications pending on
that date for which no election is made
under §3200.8(b)(1), the royalty on all
byproducts is the rate prescribed in the
lease instrument, or if none is pre-
scribed in the lease instrument, the
rate prescribed in 43 CFR 3211.10(b)
(2004).

§3212.10

§3211.20 How do I credit advanced
royalty towards royalty?

You may credit advanced royalty to-
ward royalty under MMS regulations
at 30 CFR 218.305(c).

§3211.21 When do I owe minimum roy-
alty?

(a) You do not owe minimum royal-
ties for:

(1) Leases issued on or after August 8,
2005 (other than for leases issued in re-
sponse to applications that were pend-
ing on that date for which no election
is made under §3200.8(b)(1)); and

(2) Leases issued before August 8,
2005, for which an election is made
under §3200.7(a)(2).

(b) For leases issued before August 8,
2005, for which no election is made
under §3200.7(a)(2), and for leases issued
in response to applications pending on
that date for which no election is made
under §3200.8(b)(1), you owe minimum
royalty of $2.00 per acre (to be paid to
MMS) when:

(1) You have not begun actual pro-
duction following the BLM’s deter-
mination that you have a well capable
of commercial production; or

(2) The value of actual production is
so low that royalty you would pay
under the scheduled rate is less than
$2.00 per acre (this applies to situations
of no production, as long as the lease
remains in effect).

Subpart 3212—Lease Suspensions,
Cessation of Production, Roy-
alty Rate Reductions, and En-
ergy Policy Act Royalty Rate
Conversions

§3212.10 What is the difference be-
tween a suspension of operations
and production and a suspension of
operations?

(a) A suspension of operations and
production is a temporary relief from
production obligations which you may
request from BLM. Under this para-
graph you must cease all operations on
your lease.

(b) A suspension of operations is
when BLM orders you, to stop produc-
tion temporarily in the interest of con-
servation.
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§3212.11 How do I obtain a suspension
of operations or a suspension of op-
erations and production on my
lease?

(a) If you are the operator, you may
request in writing that BLM suspend
your operations and production for a
producing lease. Your request must
fully describe why you need the suspen-
sion. BLM will determine if your sus-
pension is justified and, if so, will ap-
prove it.

(b) BLM may suspend your oper-
ations on any lease in the interest of
conservation.

(c) A suspension under this section
may include leases committed to an
approved unit agreement. If leases
committed to a unit are suspended, the
unit operator must continue to satisfy
unit terms and obligations, unless BLM
also suspends unit terms and obliga-
tions, in whole or in part, under sub-
part 3287.

§3212.12 How long does a suspension
of operations or a suspension of op-
erations and production last?

(a) BLM will state in your suspension
notice how long your suspension of op-
erations or operations and production
is effective.

(b) During a suspension, you may ask
BLM in writing to terminate your sus-
pension. You may not unilaterally ter-
minate a suspension that BLM ordered.
A suspension of operations and produc-
tion that we approved upon your re-
quest will automatically terminate
when you begin or resume authorized
production or drilling operations.

(c) If we receive information showing
that you must resume operations to
protect the interests of the United
States, we will terminate your suspen-
sion and order you to resume produc-
tion.

(d) If a suspension terminates, you
must resume paying rents and royalty
(see §3212.14).

§3212.13 How does a suspension affect
my lease term and obligations?

(a) If BLM approves a suspension of
operations and production:

(1) Your lease term is extended by
the length of time the suspension is in
effect; and
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(2) You are not required to drill,
produce geothermal resources, or pay
rents or royalties during the suspen-
sion. We will suspend your obligation
to pay lease rents or royalties begin-
ning the first day of the month fol-
lowing the date the suspension is effec-
tive.

(b) If BLM orders you to suspend
your operations;

(1) Your lease term is extended by
the length of time the suspension is in
effect; and

(2) Your lease rental or royalty obli-
gations are not suspended, except that
BLM may suspend your rental or roy-
alty obligations if you will be denied
all beneficial use of your lease during
the period of the suspension.

§3212.14 What happens when the sus-
pension ends?

When the suspension ends, you must
resume rental and royalty payments
that were suspended, beginning on the
first day of the lease month after BLM
terminates the suspension. You must
pay the full rental amount due on or
before the next lease anniversary date.
If you do not make the rental pay-
ments on time, BLM will refund your
balance and terminate the lease.

§3212.15 Will my lease remain in effect
if I cease production and I do not
have an approved suspension?

In the absence of a suspension issued
under §3212.11, if you cease production
for more than one calendar month on a
lease that is subject to royalties and
that has achieved commercial produc-
tion (through actual or allocated pro-
duction), your lease will remain in ef-
fect only if the circumstances de-
scribed in paragraphs (a), (b), or (c) of
this section apply:

(a)(1) For leases issued on or after
August 8, 2005 (other than leases issued
in response to applications pending on
that date for which no election is made
under §3200.8(b)(1)), and for leases
issued before August 8, 2005, for which
an election is made under §3200.7(a)(2),
your lease will remain in effect if, dur-
ing the period in which there is no pro-
duction, you continue to pay a month-
ly advanced royalty under MMS regu-
lations at 30 CFR 218.305. This option is
available only for an aggregate of 10
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years (120 months, whether consecutive
or not).

(2) For leases issued before August 8,
2005, for which no election is made
under §3200.7(a)(2), and for leases issued
in response to applications pending on
August 8, 2005, for which no election is
made under §3200.8(b)(1), your lease
will remain in effect if, during the pe-
riod in which there is no production
you:

(i) Continue to make minimum roy-
alty payments as specified in
§3211.21(b) of this part;

(ii) Maintain a well capable of pro-
duction in commercial quantities;

(iii) Continue to make diligent ef-
forts to utilize the geothermal re-
source; and

(iv) Satisfy any other applicable re-
quirements.

(b) The Secretary:

(1) Requires or causes the cessation
of production; or

(2) Determines that the cessation in
production is required or otherwise
caused by:

(i) The Secretary of the Air Force,
Army, or Navy;

(ii) A state or a political subdivision
of a state; or

(iii) Force majeure.

(c) The discontinuance of production
is caused by the performance of main-
tenance necessary to maintain oper-
ations. Such maintenance is considered
a production activity, not a cessation
of production, and maintenance may
include activities such as overhauling
your power plant, re-drilling or re-
working wells that are critical to plant
operation, or repairing and improving
gathering systems or transmission
lines, that necessitate the discontinu-
ation of production. You must obtain
BLM approval by submitting a Geo-
thermal Sundry Notice if the activity
will require more than one calendar
month, for it to be classified as mainte-
nance under this paragraph. The BLM
must receive the Geothermal Sundry
Notice before the end of the first cal-
endar month in which there will be no
production.

§3212.18

§3212.16 Can I apply to BLM to re-
duce, suspend, or waive the royalty
or rental of my lease?

(a) You may apply for a suspension,
reduction, or waiver of your rent or
royalty for any lease or portion there-
of. BLM may grant your request in the
interest of conservation and to encour-
age the greatest ultimate recovery of
geothermal resources, if we determine
that:

(1) Granting the request is necessary
to promote development; or

(2) You cannot successfully operate
the lease under its current terms.

(b) BLM will not approve a rental or
royalty reduction, suspension, or waiv-
er unless all rental or royalty interest
owners other than the United States
accept a similar reduction, suspension,
or waiver.

§3212.17 What information must I sub-
mit when I request that BLM sus-
pend, reduce, or waive my royalty
or rental?

(a) Your request for suspension, re-
duction, or waiver of the royalty or
rental must include all information
BLM needs to determine if the lease
can be operated under its current
terms, including:

(1) The type of reduction you seek;

(2) The serial number of your lease;

(3) The names and addresses of the
lessee and operator;

(4) The location and status of wells;

(5) A summary of monthly produc-
tion from your lease; and

(6) A detailed statement of expenses
and costs.

(b) If you are applying for a royalty
or rental reduction, suspension, or
waiver, you must also provide to BLM
a list of names of royalty and rental in-
terest owners other than the United
States, the amounts of royalties or
payments out of production and rent
paid to them, and every effort you have
made to reduce these payments.

§3212.18 What are the production in-
centives for leases?

You will receive a production incen-
tive in the form of a temporary 50 per-
cent reduction in your royalties under
MMS regulations at 30 CFR 218.307 if:

(a) Your lease was in effect prior to
August 8, 2005;
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(b) You do not convert the royalty
rates of your lease under §3212.25;

(c) By August 7, 2011, production from
or allocated to your lease is utilized for
commercial production in a:

(1) New facility (see §3212.22); or

(2) Qualified expansion project (see
§3212.21); and

(d) The production from your lease is
used for the commercial generation of
electricity.

§3212.19 How do I apply for a produc-
tion incentive?

Submit to BLM a written request for
a production incentive describing a
project that may qualify as a new facil-
ity or qualified expansion project.
Identify whether you are requesting
that the project be considered as a new
facility (see §3212.22) or as a qualified
expansion project (see §3212.21) and ex-
plain why your project qualifies under
these regulations. The request must be
received no later than August 7, 2011.

§3212.20 How will BLM review my re-
quest for a production incentive?

(a) BLM will review your request on
a case-by-case basis to determine
whether your project meets the cri-
teria for a qualified expansion project
under §3212.21 or a new facility under
§3212.22. If it does not meet the criteria
for the type of project you requested,
we will determine whether it meets the
criteria for the other type of produc-
tion incentive project.

(b) If BLM determines that you have
a qualified expansion project, we will,
as part of our approval, provide you
with a schedule of monthly target net
generation amounts that you must ex-
ceed to qualify for the production in-
centive. These amounts will quantify
the required 10 percent increase in net
generation over the projected net gen-
eration without the project. The sched-
ule will be specific to the facility or fa-
cilities that are affected by the project
and will cover the 48-month time pe-
riod during which your production in-
centive may apply.

(c) If BLM determines that you have
met the criteria for a new facility, we
will provide you with written notifica-
tion of this determination.
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§3212.21 What criteria establish a
qualified expansion project for the
purpose of obtaining a production
incentive?

A qualified expansion project must
meet the following criteria:

(a) It must involve substantial cap-
ital expenditure. Examples include the
drilling of additional wells, retrofitting
existing wells and collection systems
to increase production rates, retro-
fitting turbines or power plant compo-
nents to increase efficiency, adding ad-
ditional generation capacity to exist-
ing plants, and enhanced recovery
projects such as augmented injection.
Projects that are not associated with
substantial capital expenditure, such
as opening production valves and oper-
ating existing equipment at higher
rates, do not qualify as expansion
projects.

(b) The project must have the poten-
tial to increase the net generation by
more than 10 percent over the pro-
jected generation without the project,
using data from the previous 5 years. If
5 years of data are not available, it is
not a qualified expansion project.

§3212.22 What criteria establish a new
facility for the purpose of obtaining
a production incentive?

(a) Criteria for determining whether
a project is a new facility for the pur-
pose of obtaining a production incen-
tive include:

(1) The project requires a new site 1i-
cense or facility construction permit if
it is on Federal lands;

(2) The project requires a new Com-
mercial Use Permit;

(3) The project includes at least one
new turbine-generator unit;

(4) The project involves a new sales
contract;

(5) The project involves a new site or
substantially larger footprint; and

(6) The project is not contiguous to
an existing project.

(b) Generally, a new facility will not:

(1) Be permitted only with a Geo-
thermal Drilling Permit;

(2) Be constructed entirely within the
footprint of an existing facility; or

(3) Involve only well-field projects
such as drilling new wells, increasing
injection, and enhanced recovery
projects.
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§3212.23 How will the production in-
centive apply to a qualified expan-
sion project?

(a) The production incentive will
begin on the first day of the month fol-
lowing the commencement of commer-
cial operation of the qualified expan-
sion project. The incentive will be in
effect for up to 48 consecutive months,
applicable only to those months in
which the actual generation from the
facility or facilities affected by the
project exceeds the target generation
established by BLM. The amount of the
production incentive is established in
MMS regulations at 30 CFR 218.307.

(b) The production incentive will
apply only to the increase in net gen-
eration. The increase in generation for
any month in which the production in-
centive is in effect will be determined
as follows:

Gti
AG =G, ———
o1

where:

i is a month for which a production incentive
is in effect;

AGi is the increase in generation for month
i to which the production incentive ap-
plies;

G, is the actual generation in month i;

1,; is the target generation in month i, as

provided in §3212.19(b).

§3212.24 How will the production in-
centive apply to a new facility?

(a) If BLM determines that your
project qualifies as a new facility, the
production incentive will begin on the
first day of the month following the
commencement of commercial oper-
ations at that facility, and will be in
effect for 48 consecutive months. The
incentive applies to the entire commer-
cial generation of electricity from the
new facility.

(b) The amount of the production in-
centive is established in MMS regula-
tions at 30 CFR 218.307.

§3212.25 Can I convert the royalty
rate terms of my lease in effect be-
fore August 8, 2005, to the terms of
the Geothermal Steam Act, as
amended by the Energy Policy Act
of 2005?

(a) If a lease was in effect before Au-
gust 8, 2005, the lessee may submit to

§3212.26

BLM a request to modify the royalty
rate terms of your lease to the applica-
ble royalty rate or direct use fee terms
prescribed in the Geothermal Steam
Act as amended by the Energy Policy
Act of 2005. You may withdraw your re-
quest before it is granted, but once you
accept the new terms, you may not re-
vert to the earlier royalty rates. If
your request to modify is granted, the
new royalty rate or direct use fees will
apply to all geothermal resources pro-
duced from your lease for as long as
your lease remains in effect. A modi-
fication under this section does not af-
fect the royalty rate for byproducts.

(b)(1) The royalty rate for leases
whose terms are modified and produc-
tion from which is used for commercial
generation of electricity is prescribed
in §3211.17(b).

(2) The direct use fees or royalty rate
for leases whose terms are modified
and production from which is used di-
rectly for purposes other than commer-
cial generation of electricity is pre-
scribed in §3211.18(a) of this part and
MMS regulations at 30 CFR 206.356.

§3212.26 How do I submit a request to
modify the royalty rate terms of my
lease to the applicable terms pre-
scribed in the Energy Policy Act of
2005?

(a) You must submit a written re-
quest to BLM that contains the serial
numbers of the leases whose terms you
wish to modify and:

(1) For direct use operations, any
other information that BLM may re-
quire; or

(2) For commercial electrical genera-
tion operations, for each month during
the 10-year period preceding the date of
your request (or from when electrical
generation operations began if less
than 10 years before the date of your
request):

(i) The gross proceeds received by
you or your affiliate from the sale of
electricity;

(ii) The amount of royalty paid;

(iii) The amount of generating and
transmission deductions subtracted
from the gross proceeds to derive the
royalty value if you are using the geo-
thermal netback procedure under MMS
regulations to calculate royalty value;
and
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(iv) Any other information that BLM
may require.

(b) BLM must receive your request
no later than:

(1) For leases whose geothermal re-
source production is used directly for
purposes other than commercial gen-
eration of electricity, 18 months after
the effective date of the schedule of
fees established by MMS under 30 CFR
206.356(b); or

(2) For leases whose geothermal re-
source production is used for commer-
cial generation of electricity, Decem-
ber 1, 2008.

§3212.27 How will BLM or MMS re-
view my request to modify the lease
royalty rate terms?

After you submit your request to
modify the royalty rate terms under
§3212.25, BLM will:

(a) Review your application, and if
BLM determines that:

(1) Your application is complete and
contains all necessary information, we
will notify you of the date on which
your complete request was received; or

(2) Your request is not complete or
does not contain all necessary informa-
tion, we will notify you of the addi-
tional information that is required;

(b) Analyze the data you submitted
to establish a royalty rate if the geo-
thermal resources are used for com-
mercial electrical generation;

(c) Consult with MMS and any state
or local governments that may be af-
fected by the change in royalty rate
terms; and

(d)(1) No later than 140 days after the
day on which we determine a complete
request with all necessary information
was received, BLM will send you writ-
ten notification of the proposed roy-
alty rate that BLM determines to be
revenue neutral.

(2) If you reject the proposed rate, we
must receive written notification from
you no later than 30 days after the date
of your receipt of our notification.
BLM will accept a faxed notification
received within the 30-day time limit.
However, following the fax, you must
submit to BLM written notification
which BLM must receive no later than
the 179th day following the day on
which BLM determines we received
your complete request.
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(3) If you reject the proposed royalty
rate on a timely basis:

(i) BLM will not issue a decision
modifying the royalty rate terms of
your lease;

(ii) The existing royalty rate terms
in your lease continue to apply; and

(iii) You may not reapply for a roy-
alty rate term conversion under
§3212.25.

(4) Unless timely written notification
is received from you rejecting the pro-
posed rate, BLM will issue a decision
modifying the royalty rate terms of
your lease no later than 180 days after
the day on which we determine a com-
plete request was received. The effec-
tive date of the new royalty rate is the
first day of the month following the
date on which the decision was issued.
For example, a decision issued on July
21, will become effective on August 1.

Subpart 3213—Relinquishment,
Termination, and Cancellation

§3213.10 Who may relinquish a lease?

Only the record title owner may re-
linquish a lease in full or in part. If
there is more than one record title
owner for a lease, all record title own-
ers must sign the relinquishment.

§3213.11 What must I do to relinquish
a lease?

Send BLM a written request that in-
cludes the serial number of each lease
you are relinquishing. If you are relin-
quishing the entire lease, no legal de-
scription of the land is required. If you
are relinquishing part of the lease, you
must describe the lands to be relin-
quished. BLM may require additional
information if necessary.

§3213.12 May BLM accept a partial re-
linquishment if it will reduce my
lease to less than 640 acres?

Except for direct use leases, lands re-
maining in your lease must contain at
least 640 acres, or all of your leased
lands must be in one section, which-
ever is less. Otherwise, we will not ac-
cept your partial relinquishment. BLM
will only allow an exception if it will
further development of the resource.
The size of direct use leases is ad-
dressed in §3205.07.
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§3213.13 When does
take effect?

(a) If BLM determines your relin-
quishment request meets the require-
ments of §§3213.11 and 3213.12, your re-
linquishment is effective the day we re-
ceive it.

(b) Notwithstanding the relinquish-
ment, you and your surety continue to
be responsible for:

(1) Paying all rents and royalties due
before the relinquishment was effec-
tive;

(2) Plugging and abandoning all wells
on the relinquished land;

(3) Restoring and reclaiming the sur-
face and other resources; and

(4) Complying with §3200.4.

§3213.14 Will BLM terminate my lease
if I do not pay my rent on time?

(a) If MMS does not receive your sec-
ond and subsequent year’s rental pay-
ment in full by the lease anniversary
date, MMS will notify you that the
rent payment is overdue. You have 45
days after the anniversary date to pay
the rent plus a 10 percent late fee. If
MMS does not receive your rental plus
the late fee by the end of the 45-day pe-
riod, BLM will terminate your lease.

(b) If you receive notification from
MMS under paragraph (a) of this sec-
tion more than 15 days after the lease
anniversary date, BLM will reinstate a
lease that was terminated under para-
graph (a) of this section if MMS re-
ceives the rent plus a 10 percent late
fee within 30 days after you receive the
notification.

§3213.15 How will BLM notify me if it
terminates my lease?
BLM will send you a notice of the
termination by certified mail, return
receipt requested.

relinquishment

§3213.16 May BLM cancel my lease?

(a) BLM may cancel your lease if it
was issued in error.

(b) If BLM cancels your lease because
it was issued in error, the cancellation
is effective when you receive it.

§3213.17 May BLM terminate my lease
for reasons other than non-payment
of rentals?

BLM may terminate your lease for
reasons other than non-payment of

§3214.10

rentals, after giving you 30 days writ-
ten notice, if we determine that you
violated the requirements of §3200.4, in-
cluding, but not limited to the non-
payment of royalties and fees under 30
CFR parts 206 and 218.

§3213.18 When is a termination effec-
tive?

If BLM terminates your lease be-
cause we determined that you violated
the requirements of §3200.4, the termi-
nation takes effect 30 days after the
date you receive notice of our deter-
mination.

§3213.19 What can I do if BLM notifies
me that my lease is being termi-
nated because of a violation of the
law, regulations, or lease terms?

(a) You can prevent termination of
your lease if, within 30 days after re-
ceipt of our notice:

(1) You correct the violation; or

(2) You show us that you cannot cor-
rect the violation during the 30-day pe-
riod and that you are making a good
faith attempt to correct the violation
as quickly as possible, and thereafter
you diligently proceed to correct the
violation.

(b)(1) You may appeal the lease ter-
mination. You have 30 days after re-
ceipt of our notice to file an appeal (see
parts 4 and 1840 of this title). We will
stay the termination of your Ilease
while your appeal is pending.

(2) You are entitled to a hearing on
the violation or the proposed lease ter-
mination if you request the hearing
when you file the appeal. The period
for correction of the violation will be
extended to 30 days after the decision
on appeal is made if the decision con-
cludes that a violation exists.

Subpart 3214—Personal and
Surety Bonds

§3214.10 Who must post a geothermal
bond?

(a) The lessee or operator must post
a bond with BLM before exploration,
drilling, or |utilization operations
begin.

(b) Before we approve a lease transfer
or recognize a new designated operator,
the lessee or operator must file a new
bond or a rider to the existing bond,
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unless all previous operations on the
land have already been reclaimed.

§3214.11 Who must my bond cover?

Your bond must cover all record title
owners, operating rights owners, opera-
tors, and any person who conducts op-
erations on your lease.

§3214.12 What activities must my bond
cover?

Your bond must cover:

(a) Any activities related to explo-
ration, drilling, utilization, or associ-
ated operations on a Federal lease;

(b) Reclamation of the surface and
other resources;

(c) Rental and royalty payments; and

(d) Compliance with the require-
ments of §3200.4.

§3214.13 What is the minimum dollar
amount required for a bond?

The minimum bond amount varies
depending on the type of activity you
are proposing and whether your bond
will cover individual, statewide, or na-
tionwide activities. The minimum dol-
lar amounts and bonding options for
each type of activity are found in the
following regulations:

(a) Exploration
§3251.15;

(b) Drilling operations—see §3261.18;
and

(¢) Utilization
§§3271.12 and 3273.19.

§3214.14 May BLM increase the bond
amount above the minimum?

(a) BLM may increase the bond
amount above the minimums ref-
erenced in §3214.13 when:

(1) We determine that the operator
has a history of noncompliance;

(2) We previously had to make a
claim against a surety because any one
person who is covered by the new bond
failed to plug and abandon a well and
reclaim the surface in a timely man-
ner;

(3) MMS has notified BLM that a per-
son covered by the bond owes uncol-
lected royalties; or

(4) We determine that the bond
amount will not cover the estimated
reclamation cost.

(b) We may increase bond amounts to
any level, but we will not set that

operations—see

operations—see
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amount higher than the total esti-
mated costs of plugging wells, remov-
ing structures, and reclaiming the sur-
face and other resources, plus any un-
collected royalties due MMS or moneys
owed to BLM due to previous viola-
tions.

§3214.15 What kind of financial guar-
antee will BLM accept to back my
bond?

We will not accept cash bonds. We
will only accept:

(a) Corporate surety bonds, provided
that the surety company is approved
by the Department of Treasury (see De-
partment of the Treasury Circular No.
570, which is published in the FEDERAL
REGISTER every year on or about July
1); and

(b) Personal bonds, which are secured
by a cashier’s check, certified check,
certificate of deposit, negotiable secu-
rities such as Treasury notes, or an ir-
revocable letter of credit (see §§3214.21
and 3214.22).

§3214.16 Is there a special bond form I
must use?

You must use a BLM-approved bond
form (Form 30004, or Form 3000—4a,
June 1988 or later editions) for cor-
porate surety bonds and personal
bonds.

§3214.17 Where must I submit my
bond?

File personal or corporate surety
bonds and statewide bonds in the BLM
State Office that oversees your lease or
operations. You may file nationwide
bonds in any BLM State Office. File
bond riders in the BLM State Office
where your underlying bond is located.
For personal or corporate surety bonds,
file one originally-signed copy of the
bond.

§3214.18 Who will BLM hold liable
under the lease and what are they
liable for?

BLM will hold all interest owners in
a lease jointly and severally liable for
compliance with the requirements of
§3200.4 for obligations that accrue
while they hold their interest. Among
other things, all interest owners are
jointly and severally liable for:

(a) Plugging and abandoning wells;
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(b) Reclaiming the surface and other
resources;

(c) Compensatory royalties assessed
for drainage; and

(d) Rent and royalties due.

§3214.19 What are my bonding re-
quirements when a lease interest is
transferred to me?

(a) Except as otherwise provided in
this section, if the lands to be trans-
ferred to you contain a well or any
other surface disturbance which the
original lessee did not reclaim, you
must post a bond under this subpart be-
fore BLM will approve the transfer.

(b) If the original lessee does not
transfer all interest in the lease to you,
you may become a co-principal on the
original bond, rather than posting a
new bond.

(c) You do not need to post an addi-
tional bond if:

(1) You previously furnished a state-
wide or nationwide bond sufficient to
cover the lands transferred; or

(2) The operator provided the original
bond, and the operator does not
change.

§3214.20 How do I modify my bond?

You may modify your bond by sub-
mitting a rider to the BLM State Office
where your bond is held. There is no
special form required.

§3214.21 What must I do if I want to
use a certificate of deposit to back
my bond?

Your certificate of deposit must:

(a) Be issued by a Federally-insured
financial institution authorized to do
business in the United States;

(b) Include on its face the statement,
“This certificate cannot be redeemed
by any party without approval by the
Secretary of the Interior or the Sec-
retary’s delegate;” and

(c) Be payable to the Department of
the Interior, Bureau of Land Manage-
ment.

§3214.22 What must I do if I want to
use a letter of credit to back my
bond?

Your letter of credit must:

(a) Be issued by a Federally-insured
financial institution authorized to do
business in the United States;

§3215.12

(b) Be payable to the Department of
the Interior—Bureau of Land Manage-
ment;

(c) Be irrevocable during its term and
have an initial expiration date of no
sooner than 1 year after the date we re-
ceive it;

(d) Be automatically renewable for a
period of at least 1 year beyond the end
of the current term, unless the issuing
financial institution gives us written
notice, at least 90 days before the let-
ter of credit expires, that it will no
longer renew the letter of credit; and

(e) Include a clause authorizing the
Secretary of the Interior to demand
immediate payment, in part or in full:

(i) If you do not meet your obliga-
tions under the requirements of §3200.4;
or

(ii) Provide substitute security for a
letter of credit which the issuer has
stated it will not renew before the let-
ter of credit expires.

Subpart 3215—Bond Release,
Termination, and Collection

§3215.10 When may BLM
against my bond?

If you fail to comply with the re-
quirements listed at §3200.4, we may
collect money from the bond to correct
your noncompliance. This amount can
be as large as the face amount of the
bond. Some examples of when we will
collect against your bond are when you
do not properly or in a timely manner:

(a) Plug and abandon a well;

(b) Reclaim the lease area;

(c) Pay outstanding royalties; or

(d) Pay assessed royalties to com-
pensate for drainage.

collect

§3215.11 Must I replace my bond after
BLM collects against it?

If BLM collects against your bond,
before you conduct any further oper-
ations you must either:

(a) Post a new bond equal to the
value of the original bond; or

(b) Restore your existing bond to the
original face amount.

§3215.12 What will BLM do if I do not
restore the face amount or file a
new bond?

If we collect against your bond and
you do not restore it to the original
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face amount, we may shut in any
well(s) or utilization facilities covered
by that bond and may terminate af-
fected leases.

§3215.13 Will BLM terminate or re-
lease my bond?

(a) BLM does not cancel or terminate
bonds. We may inform you that your
existing bond is insufficient.

(b) The bond provider may terminate
your bond provided it gives you and
BLM 30-days notice. The bond provider
remains responsible for obligations
that accrued during the period of li-
ability while the bond was in effect.

(c) BLM will release a bond, termi-
nating all liability under that bond, if:

(1) The new bond that you file covers
all existing liabilities and we accept it;
or

(2) After a reasonable period of time,
we determine that you paid all royal-
ties, rents, penalties, and assessments,
and satisfied all permit and lease obli-
gations.

(d) If an adequate bond is not in
place, do not conduct any operations
until you provide a new bond that
meets our requirements.

§3215.14 When BLM releases my bond,
does that end my responsibilities?

When BLM releases your bond, we re-
linquish the security but we continue
to hold the lessee or operator respon-
sible for noncompliance with applica-
ble requirements under the lease. Spe-
cifically, we do not waive any legal
claim we may have against any person
under the Comprehensive Environ-
mental Response, Compensation, and
Liability Act of 1980 (42 U.S.C. 9601 et
seq.), or other laws and regulations.

Subpart 3216—Transfers
§3216.10 What types of lease interests
may I transfer?

You may transfer record title or op-
erating rights, but you need BLM ap-
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proval before your transfer is effective
(see §3216.21).

§3216.11 Where must I file a transfer
request?
File your transfer in the BLM State
Office that handles your lease.

§3216.12 When does a transferee take
responsibility for lease obligations?

After BLM approves your transfer,
the transferee is responsible for per-
forming all lease obligations accruing
after the date of the transfer, and for
plugging and abandoning wells which
exist and are not plugged and aban-
doned at the time of the transfer.

§3216.13 What are my responsibilities
after I transfer my interest?

After you transfer an interest in a
lease you are still responsible for rents,
royalties, compensatory royalties, and
other obligations that accrued before
your transfer became effective. You
also remain responsible for plugging
and abandoning any wells that were
drilled or existing on the lease while
you held your interest. You must carry
out this responsibility upon the BLM’s
determination at any future time that
the wells must be plugged and aban-
doned.

§3216.14 What filing fees and forms
does a transfer require?

With each transfer request you must
send BLM the correct form and pay the
transfer fee required by this section.
When you calculate your fee, make
sure it covers the full amount. For ex-
ample, if you are transferring record
title for three leases, submit three
times the fee for ‘‘Assignment and
transfer of record title or operating
rights’ in the fee schedule in §3000.12
of this chapter.

Use the following chart to determine
the number and types of forms re-
quired. The applicable transfer fees are
in the fee schedule in §3000.12 of this
chapter.

Type of transfer Form required?

Form No. Number of copies

(a) Record Title ......ccoeeveeuereenene
(b) Operating Rights
(c) Estate Transfers ....
(d) Corporate Mergers
(e) Name Changes .....

. | 3000-3(a) .

3000-3

N/A ...
N/A
N/A

2 executed copies.

. | 2 executed copies.

1 List of Leases.
1 List of Leases.
1 List of Leases.
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FR 49335, Sept. 28, 2009]

§3216.15 When must I file my transfer
request?

(a) File a request to transfer record
title or operating rights within 90 days
after you sign an agreement with the
transferee. If BLM receives your re-
quest more than 90 days after signing,
we may require you to re-certify that
you still intend to complete the trans-
fer.

(b) There is no specific time deadline
for filing estate transfers, corporate
mergers, and name changes. File them
within a reasonable time.

§3216.16 Must I file separate transfer
requests for each lease?

File two copies of a separate request
for each lease for which you are trans-
ferring record title or operating rights.
The only exception is if you are trans-
ferring more than one lease to the
same transferee, in which case you file
two copies of one transfer request.

§3216.17 Where must I file estate
transfers, corporate mergers, and
name changes?

(a) If you have posted a bond for any
Federal lease, you must file estate
transfers, corporate mergers, and name
changes in the BLM State Office that
maintains your bond.

(b) If you have not posted a bond, you
must file estate transfers, corporate
mergers, and name changes in the
State Office having jurisdiction over
the lease.

§3216.18 How do I describe the lands
in my lease transfer?

(a) If you are transferring an interest
in your entire lease, you do not need to
give BLM a legal description of the
land.

(b) If you are transferring an interest
in a portion of your lease, describe the
lands that are transferred in the same
way they are described in the lease.

§3216.19 May I transfer record title in-
terest for less than 640 acres?

Except for direct use leases, you may
transfer record title interest for less
than 640 acres only if your transfer in-
cludes an irregular subdivision or all of
the lands in your lease are in a section.

§3217.11

We may make an exception to the min-
imum acreage requirements if it is nec-
essary to conserve the resource.

§3216.20 When does a transfer seg-
regate a lease?

If you transfer 100 percent of the
record title interest in a portion of
your lease, BLM will segregate the
transferred portion from the original
lease and give it a new serial number
with the same terms and conditions as
those in the original lease.

§3216.21 When is my transfer effec-
tive?
Your transfer is effective the first
day of the month after we approve it.

§3216.22 Does BLM approve all trans-
fer requests?

BLM will not approve a transfer if:

(a) The lease account is not in good
standing;

(b) The transferee does not qualify to
hold a lease under this part; or

(c) An adequate bond has not been
provided.

Subpart 3217—Cooperative
Agreements

§3217.10 What are unit agreements?

Under unit agreements, lessees unite
with each other, or jointly or sepa-
rately with others, in collectively
adopting and operating under agree-
ments to conserve the resources of any
geothermal reservoir, field, or like
area, or any part thereof. BLM will
only approve unit agreements that we
determine are in the public interest.
Unit agreement application procedures
are provided in part 3280 of this chap-
ter.

§3217.11 What are communitization
agreements?

Under communitization agreements
(also called drilling agreements), oper-
ators who cannot independently de-
velop separate tracts due to well-spac-
ing or well development programs may
cooperatively develop such tracts. Les-
sees may ask BLM to approve a
communitization agreement or, in
some cases, we may require the lessees
to enter into such an agreement.
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§3217.12 What does BLM need to ap-
prove my communitization agree-
ment?

For BLM to approve a
communitization agreement, you must
give us the following information:

(a) The location of the separate
tracts comprising the drilling or spac-
ing unit;

(b) How you will prorate production
or royalties to each separate tract
based on total acres involved;

(¢c) The name of each tract operator;
and

(d) Provisions for protecting the in-
terests of all parties, including the
United States.

§3217.13 When does my
communitization agreement go into
effect?

(a) Your communitization agreement
is effective when BLM approves and
signs it.

(b) Before we approve the agreement:

(1) All parties must sign the agree-
ment; and

(2)(1) We must determine that the
tracts cannot be independently devel-
oped; and

(ii) That the agreement is in the pub-
lic interest.

§3217.14 When will BLM approve my
drilling or development contract?

BLM may approve a drilling or devel-
opment contract when:

(a) One or more geothermal lessees
enter into the contract with one or
more persons; or

(b) Lessees need the contract for re-
gional exploration of geothermal re-
sources;

(c) BLM has coordinated the review
of the proposed contract with appro-
priate state agencies; and

(d) BLM determines that approval
best serves or is necessary for the con-
servation of natural resources, public
convenience or necessity, or the inter-
ests of the United States.

§3217.15 What does BLM need to ap-
prove my drilling or development
contract?

For BLM to approve your drilling or
development contract, you must send
us:
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(a) The contract and a statement of
why you need it;

(b) A statement of all interests held
by the contracting parties in that geo-
thermal area or field;

(c) The type of operations and sched-
ule set by the contract;

(d) A statement that the contract
will not violate Federal antitrust laws
by concentrating control over the pro-
duction or sale of geothermal re-
sources; and

(e) Any other information we may re-
quire to make a decision about the con-
tract or to attach conditions of ap-
proval.

Subpart 3250—Exploration
Operations—General

§3250.10 When do the exploration op-
erations regulations apply?

(a) The exploration operations regu-
lations contained in this subpart and
subparts 32561 through 3256 apply to geo-
thermal exploration operations:

(1) On BLM-administered public
lands, whether or not they are leased
for geothermal resources; and

(2) On lands whose surface is man-
aged by another Federal agency, where
BLM has leased the subsurface geo-
thermal resources and the lease oper-
ator wishes to conduct exploration. In
this case, we will consult with the sur-
face managing agency regarding sur-
face use and reclamation requirements
before we approve the exploration oper-
ations.

(b) These regulations do not apply to:

(1) Unleased land administered by an-
other Federal agency;

(2) Unleased geothermal resources
whose surface land is managed by an-
other Federal agency;

(3) Privately owned land; or

(4) Casual use activities.

§3250.11 May I conduct exploration
operations on my lease, someone
else’s lease, or unleased land?

(a) You may request BLM approval to
explore any BLM-managed public lands
open to geothermal leasing, even if the
lands are leased to another person. A
BLM-approved exploration permit does
not give you exclusive rights.

(b) If you wish to conduct operations
on your lease, you may do so after we

514



Bureau of Land Management, Interior

have approved your Notice of Intent to
Conduct Geothermal Resource Explo-
ration Operations. If the lands are al-
ready leased, your operations may not
unreasonably interfere with or endan-
ger those other operations or other au-
thorized uses, or cause unnecessary or
undue degradation of the lands.

§3250.12 What general standards
apply to exploration operations?

BLM-approved
ations must:

(a) Meet all operational and environ-
mental standards;

(b) Protect public health, safety, and
property;

(c) Prevent unnecessary impacts on
surface and subsurface resources;

(d) Be conducted in a manner con-
sistent with the principles of multiple
use; and

(e) Comply with the requirements of
§3200.4.

exploration oper-

§3250.13 What additional BLM orders
or instructions govern exploration?

BLM may issue the following types of
orders or instructions:

(a) Geothermal resource operational
orders that contain detailed require-
ments of nationwide applicability;

(b) Notices to lessees that contain de-
tailed requirements on a statewide or
regional basis;

(c) Other orders and instructions spe-
cific to a field or area;

(d) Conditions of approval contained
in an approved Notice of Intent; and

(e) Verbal orders that BLM will con-
firm in writing.

§3250.14 What types of operations may
I propose in my application to con-
duct exploration?

(a) You may propose any activity fit-
ting the definition of ‘‘exploration op-
erations’ in §3200.1. Submit Form 3200—
9, Notice of Intent to Conduct Geo-
thermal Resource Exploration Oper-
ations, together with the information
required under §3251.11, and BLM will
review your proposal.

(b) The exploration operations regu-
lations do not address drilling wells in-
tended for production or injection,
which is covered in subpart 3260, or
geothermal resources utilization,
which is covered in subpart 3270.

§3251.11

Subpart 3251—Exploration
Operations: Getting BLM Approval

§3251.10 Do I need a permit before I
start exploration operations?

BLM must approve a Notice of Intent
to Conduct Geothermal Resource Ex-
ploration Operations (NOI) before you
conduct exploration operations. The
approved NOI, including any necessary
conditions for approval, constitutes
your permit.

§3251.11 What information is in a com-
plete Notice of Intent to Conduct
Geothermal Resource Exploration
Operations application?

To obtain approval of exploration op-
erations on BLM-managed lands, your
application must:

(a) Include a complete and signed
Form 3200-9, Notice of Intent to Con-
duct Geothermal Resource Exploration
Operations that describes the lands you
wish to explore;

(b) For operations other than drilling
temperature gradient wells, describe
your exploration plans and procedures,
including the approximate starting and
ending dates for each phase of oper-
ations;

(c) For drilling temperature gradient
wells, describe your drilling and com-
pletion procedures, and include, for
each well or for several wells you pro-
pose to drill in an area of geologic and
environmental similarity:

(1) A detailed description of the
equipment, materials, and procedures
you will use;

(2) The depth of each well;

(3) The casing and cementing pro-
gram;

(4) The circulation media (mud, air,
foam, etc.);

(5) A description of the logs that you
will run;

(6) A description and diagram of the
blowout prevention equipment you will
use during each phase of drilling;

(7) The expected depth and thickness
of fresh water zones;

(8) Anticipated lost circulation zones;

(9) Anticipated temperature gradient
in the area;

(10) Well site layout and design;

(11) Existing and planned access
roads or ancillary facilities; and
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(12) Your source of drill pad and road
building material and water supply.

(d) Show evidence of bond coverage
(see §3251.15);

(e) Estimate how much surface dis-
turbance your exploration may cause;

(f) Describe the proposed measures
you will take to protect the environ-
ment and other resources;

(g) Describe methods to reclaim the
surface; and

(h) Include all other
BLM may require.

information

§3251.12 What action will BLM take
on my Notice of Intent to Conduct
Geothermal Resource Exploration
Operations?

(a) When BLM receives your Notice
of Intent to Conduct Geothermal Re-
source Exploration Operations, we will
make sure it is complete and signed,
and review it for compliance with the
requirements of § 3200.4.

(b) If the proposed operations are lo-
cated on lands described under
§3250.10(a)(2), we will consult with the
Federal surface management agency
before approving your Notice of Intent.

(c) We will check your Notice of In-
tent for technical adequacy and we
may require additional information.

(d) We will notify you if we need
more information to process your No-
tice of Intent, and suspend the review
of your Notice of Intent until we re-
ceive the information.

(e) After our review, we will notify
you whether we approved or denied
your Notice of Intent and of any condi-
tions of approval.

§3251.13 Once I have an approved No-
tice of Intent, how can I change my
exploration operations?

Send BLM a complete and signed
Form 3260-3, Geothermal Sundry No-
tice, which fully describes the re-
quested changes. Do not proceed with
the change in operations until you re-
ceive written approval from BLM.

§3251.14 Do I need a bond for con-
ducting exploration operations?

(a) You must not start any explo-
ration operations on BLM-managed
lands until we approve your bond. You
may meet the requirement for an ex-
ploration bond in two ways:
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(1) If you have an existing nationwide
or statewide o0il and gas exploration
bond, provide a rider in an amount we
have specified to include geothermal
resources exploration operations; or

(2) If you must file a new bond for
geothermal exploration, the minimum
amounts are:

(i) $5,000 for a single operation;

(ii) $25,000 for all of your operations
within a state; and

(iii) $50,000 for all of your operations
on public lands nationwide.

(b) See subparts 3214 and 3215 for ad-
ditional details on bonding procedures.

§3251.15 When will BLM release my
bond?

BLM will release your bond after you
request it and we determine that you
have:

(a) Plugged and abandoned all wells;

(b) Reclaimed the land and, if nec-
essary, resolved other environmental,
cultural, scenic, or recreational issues;
and

(c) Complied with the requirements
of §3200.4.

Subpart 3252—Conducting
Exploration Operations

§3252.10 What operational standards
apply to my exploration operations?

You must keep exploration oper-
ations under control at all times by:

(a) Conducting training during your
operation to ensure that your per-
sonnel are capable of performing emer-
gency procedures quickly and effec-
tively;

(b) Using properly maintained equip-
ment; and

(c) Using operational practices that
allow for quick and effective emer-
gency response.

§3252.11 What environmental require-
ments must I meet when con-
ducting exploration operations?

(a) You must conduct your explo-
ration operations in a manner that:

(1) Protects the quality of surface
and subsurface waters, air, and other
natural resources, including wildlife,
soil, vegetation, and natural history;

(2) Protects the quality of cultural,
scenic, and recreational resources;
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(3) Accommodates other land uses, as
BLM deems necessary; and

(4) Minimizes noise.

(b) You must remove or, with our
permission, properly store all equip-
ment and materials not in use.

(c) You must provide and use Dpits,
tanks, and sumps of adequate capacity.
They must be designed to retain all
materials and fluids resulting from
drilling temperature gradient wells or
other operations, unless we have speci-
fied otherwise in writing. When they
are no longer needed, you must prop-
erly abandon pits and sumps in accord-
ance with your exploration permit.

(d) BLM may require you to submit a
contingency plan describing procedures
to protect public health, safety, prop-
erty, and the environment.

§3252.12 How deep may I drill a tem-
perature gradient well?

(a) You may drill a temperature gra-
dient well to any depth that we ap-
prove in your exploration permit or
sundry notice. In all cases, you may
not flow test the well or perform injec-
tion tests of the well unless you follow
the procedures for geothermal drilling
operations in subparts 3260 through
3267.

(b) BLM may modify your permitted
depth at any time before or during
drilling, if we determine that the bot-
tom hole temperature or other infor-
mation indicates that drilling to the
original permitted depth could directly
encounter the geothermal resource or
create risks to public health, safety,
property, the environment, or other re-
sources.

§3252.13 How long may I collect infor-
mation from my temperature gra-
dient well?

You may collect information from
your temperature gradient well for as
long as your permit allows.

§3252.14 How must I complete a tem-
perature gradient well?

Complete temperature gradient wells
to allow for proper abandonment, and
to prevent interzonal migration of
fluids. Cap all tubing when not in use.

§3253.11

§3252.15 When must I abandon a tem-
perature gradient well?

When you no longer need it, or when
BLM requires you to.

§3252.16 How must I abandon a tem-
perature gradient well?

(a) Before abandoning your well, sub-
mit a complete and signed Sundry No-
tice, Form 3260-3, describing how you
plan to abandon wells and reclaim the
surface. Do not begin abandoning wells
or reclaiming the surface until BLM
approves your Sundry Notice.

(b) You must plug and abandon your
well for permanent prevention of
interzonal migration of fluids and mi-
gration of fluids to the surface. You
must reclaim your well location ac-
cording to the terms of BLM approvals
and orders.

Subpart 3253—Reports:
Exploration Operations

§3253.10 Must I share with BLM the
data I collect through exploration
operations?

(a) For exploration operations on
your geothermal lease, you must sub-
mit all data you obtain as a result of
the operations with a signed notice of
completion of exploration operations
under §3253.11, unless we approve a
later submission.

(b) For exploration operations on un-
leased lands or on leased lands where
you are not the lessee or unit operator,
you are not required to submit data.
However, if you want your exploration
operations to count toward your dili-
gent exploration expenditure require-
ment (see §3210.13), or if you are mak-
ing significant expenditures to extend
your lease (see §3208.14), you must send
BLM the resulting data under the rules
of those sections.

§3253.11 Must I notify BLM when I
have completed my exploration op-
erations?

After you complete exploration oper-
ations, send to BLM a complete and
signed notice of completion of explo-
ration operations, describing the explo-
ration operations, well history, com-
pletion and abandonment procedures,
and site reclamation measures. You
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must send this to BLM within 30 days
after you:

(a) Complete any geophysical explo-
ration operations;

(b) Complete the drilling of tempera-
ture gradient well(s) approved under
your approved Notice of Intent to con-
duct exploration;

(c) Plug and abandon a temperature
gradient well; and

(d) Plug shot holes and reclaim all
exploration sites.

Subpart  3254—Inspection, En-
forcement, and Noncompli-
ance for Exploration Oper-
ations

§3254.10 May BLM inspect my explo-
ration operations?

BLM may inspect your exploration
operations to ensure compliance with
the requirements of §3200.4 and the reg-
ulations in this subpart.

§3254.11 What will BLM do if my ex-
ploration operations are not in
compliance with my permit, other
BLM approvals or orders, or the
regulations in this part?

(a) BLM will issue you a written Inci-
dent of Noncompliance and direct you
to correct the problem within a set
time. If the noncompliance continues
or is serious in nature, we will take one
or more of the following actions:

(1) Correct the problem at your ex-
pense;

(2) Direct you to modify or shut down
your operations; or

(3) Collect all or part of your bond.

(b) We may also require you to take
actions to prevent unnecessary impacts
on the lands. If so, we will notify you
of the nature and extent of any re-
quired measures and the time you have
to complete them.

(c) Noncompliance may result in
BLM terminating your lease, if appro-
priate under §§3213.17 through 3213.19.

Subpart 3255—Confidential,
Proprietary Information

§3255.10 Will BLM disclose informa-
tion I submit under these regula-
tions?

All Federal and Indian data and in-
formation submitted to the BLM are
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subject to part 2 of this title. Part 2 in-
cludes the regulations of the Depart-
ment of the Interior covering public
disclosure of data and information con-
tained in Department records. Certain
mineral information not protected
from disclosure under part 2 may be
made available for inspection without
a Freedom of Information Act (FOIA)
request.

§3255.11 When I submit confidential,
proprietary information, how can I
help ensure it is not available to the
public?

When you submit data and informa-
tion that you believe to be exempt
from disclosure by 43 CFR part 2, you
must clearly mark each page that you
believe contains confidential informa-
tion. BLM will keep all data and infor-
mation confidential to the extent al-
lowed by 43 CFR 2.13(c).

§3255.12 How long will information I
give BLM remain confidential or
proprietary?

The FOIA (b U.S.C. 552) does not pro-
vide a finite period of time during
which information may be exempt
from public disclosure. BLM will re-
view each situation individually and in
accordance with part 2 of this title.

§3255.13 How will BLM treat Indian
information submitted under the
Indian Mineral Development Act?

Under the Indian Mineral Develop-
ment Act of 1982 (IMDA) (25 U.S.C. 2101
et seq.), the Department of the Interior
will hold as privileged proprietary in-
formation of the affected Indian or In-
dian tribe:

(a) All findings forming the basis of
the Secretary’s intent to approve or
disapprove any Minerals Agreement
under IMDA ; and

(b) All projections, studies, data, or
other information concerning a Min-
erals Agreement under IMDA, regard-
less of the date received, related to:

(1) The terms, conditions, or finan-
cial return to the Indian parties;

(2) The extent, nature, value, or dis-
position of the Indian mineral re-
sources; or

(3) The production, products, or pro-
ceeds thereof.
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§3255.14 How will BLM administer in-
formation concerning other Indian
minerals?

For information concerning Indian
minerals not covered by §3255.13, BLM
will withhold such records as may be
withheld under an exemption to the
FOIA when it receives a request for in-
formation related to tribal or Indian
minerals held in trust or subject to re-
strictions on alienation.

§3255.15 When will BLM consult with
Indian mineral owners when infor-
mation concerning their minerals is
the subject of a FOIA request?

(a) We use the standards and proce-
dures of §2.15(d) of this title before
making a decision about the applica-
bility of FOIA exemption 4 to informa-
tion obtained from a person outside the
United States Government.

(b) BLM will notify the Indian min-
eral owner(s) identified in the records
of the Bureau of Indian Affairs (BIA),
and BIA, and give them a reasonable
period of time to state objections to
disclosure. BLM will issue this notice
following consultation with a sub-
mitter under §2.15(d) of this title if:

(1) BLM determines that the sub-
mitter does not have an interest in
withholding the records that can be
protected under FOIA; and

(2) BLM has reason to believe that
disclosure of the information may re-
sult in commercial or financial injury
to the Indian mineral owner(s), but is
uncertain that such is the case.

Subpart 3256—Exploration
Operations Relief and Appeals

§3256.10 How do I request a variance
from BLM requirements that apply
to my exploration operations?

(a) You may submit a request for a
variance for your exploration oper-
ations from any requirement in §3200.4.
Your request must include enough in-
formation to explain:

(1) Why you cannot comply with the
regulatory requirement; and

(2) Why you need the variance to con-
trol your well, conserve natural re-
sources, or protect public health and
safety, property, or the environment.

(b) BLM may approve your request
orally or in writing. If we give you an

§3260.12

oral approval, we will follow up with
written confirmation.

§3256.11 How may I appeal a BLM de-
cision regarding my exploration op-
erations?

You may appeal a BLM decision re-
garding your exploration operations in

accordance with §3200.5.

Subpart 3260—Geothermal Drilling
Operations—General

§3260.10 What types of geothermal
drilling operations are covered by
these regulations?

(a) The regulations in subparts 3260
through 3267 establish permitting and
operating procedures for drilling wells
and conducting related activities for
the purposes of performing flow tests,
producing geothermal fluids, or inject-
ing fluids into a geothermal reservoir.
These subparts also address redrilling,
deepening, plugging back, and other
subsequent well operations.

(b) The operations regulations in sub-
parts 3260 through 3267 do not address
conducting exploration operations,
which are covered in subpart 3250, or
geothermal resources utilization,
which is covered in subpart 3270.

§3260.11 What general standards
apply to my drilling operations?

Your drilling operations must:

(a) Meet all environmental and oper-
ational standards;

(b) Prevent unnecessary impacts on
surface and subsurface resources;

(c) Conserve geothermal resources
and minimize waste;

(d) Protect public health, safety, and
property; and

(e) Comply with the requirements of
§3200.4.

§3260.12 What other orders or instruc-
tions may BLM issue?

BLM may issue:

(a) Geothermal resource operational
orders for detailed requirements that
apply nationwide;

(b) Notices to Lessees for detailed re-
quirements on a statewide or regional
basis;

(c) Other orders and instructions spe-
cific to a field or area;
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(d) Permit conditions of approval;
and

(e) Oral orders, which will be con-
firmed in writing.

Subpart 326 1—Drilling Operations:
Getting a Permit

§3261.10 How do I get approval to
begin well pad construction?

(a) If you do not have an approved
geothermal drilling permit, Form 3260-
2, apply using a completed and signed
Sundry Notice, Form 3260-3, to build
well pads and access roads. Send us a
complete operations plan (see §3261.12)
and an acceptable bond with your Sun-
dry Notice. You may start well pad
construction after we approve your
Sundry Notice.

(b) If you already have an approved
drilling permit and you have provided
an acceptable bond, you do not need
any further permission from BLM to
start well pad construction, unless you
intend to change something in the ap-
proved permit. If you propose a change
in an approved permit, send us a com-
pleted and signed Sundry Notice so we
may review your proposed change. Do
not proceed with the change until we
approve your Sundry Notice.

§3261.11 How do I apply for approval
of drilling operations and well pad
construction?

(a) Send to BLM:

(1) A completed and signed drilling
permit application, Form 3260-2;

(2) A complete operations
(§3261.12);

(3) A complete
(§3261.13); and

(4) An acceptable bond (§3261.18).

(b) Do not start any drilling oper-
ations until after BLM approves the
permit.

plan

drilling program

§3261.12 What is an operations plan?

An operations plan describes how you
will drill for and test the geothermal
resources covered by your lease. Your
plan must tell BLM enough about your
proposal to allow us to assess the envi-
ronmental impacts of your operations.
This information should generally in-
clude:

(a) Well pad layout and design;
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(b) A description of existing and
planned access roads;

(c) A description of any ancillary fa-
cilities;

(d) The source of drill pad and road
building material;

(e) The water source;

(f) A statement describing surface
ownership;

(g) A description of procedures to
protect the environment and other re-
sources;

(h) Plans for surface reclamation;
and

(i) Any other information that BLM
may require.

§3261.13 What is a drilling program
and how do I apply for drilling pro-
gram approval?

(a) A drilling program describes all
the operational aspects of your pro-
posal to drill, complete, and test a
well.

(b) Send to BLM:

(1) A detailed description of the
equipment, materials, and procedures
you will use;

(2) The proposed/anticipated depth of
the well;

(3) If you plan to directionally drill
your well, also send us:

(i) The proposed bottom hole location
and distances from the nearest section
or tract lines;

(ii) The kick-off point;

(iii) The direction of deviation;

(iv) The angle of build-up and max-
imum angle; and

(v) Plan and cross section maps indi-
cating the surface and bottom hole lo-
cations;

(4) The casing and cementing pro-
gram;

(6) The circulation media (mud, air,
foam, etc.);

(6) A description of the logs that you
will run;

(7) A description and diagram of the
blowout prevention equipment you will
use during each phase of drilling;

(8) The expected depth and thickness
of fresh water zones;

(9) Anticipated lost circulation zones;

(10) Anticipated reservoir tempera-
ture and pressure;

(11) Anticipated temperature gra-
dient in the area;
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(12) A plat certified by a licensed sur-
veyor showing the surveyed surface lo-
cation and distances from the nearest
section or tract lines;

(13) Procedures and durations of well
testing; and

(14) Any other information we may
require.

§3261.14 When must I give BLM my
operations plan?

Send us a complete operations plan
before you begin any surface disturb-
ance on a lease. You do not need to
submit an operations plan for subse-
quent well operations or altering exist-
ing production equipment, unless these
activities will cause more surface dis-
turbance than originally approved, or
we notify you that you must submit an
operations plan. Do not start any ac-
tivities that will result in surface dis-
turbance until we approve your drilling
permit or Sundry Notice.

§3261.15 Must I give BLM my drilling
permit application, drilling pro-
gram, and operations plan at the
same time?

You may submit your completed and
signed drilling permit application and
complete drilling program and oper-
ations plan either together or sepa-
rately.

(a) If you submit them together and
we approve your drilling permit, the
approved drilling permit will authorize
both the pad construction and the
drilling and testing of the well.

(b) If you submit the operations plan
separately from the drilling permit ap-
plication and program, you must:

(1) Submit the operations plan before
the drilling permit application and
drilling program to allow BLM time to
comply with National Environmental
Policy Act (NEPA); and

(2) Submit a completed and signed
Sundry Notice for well pad and access
road construction. Do not begin con-
struction until we approve your Sun-
dry Notice.

§3261.16 Can my operations plan,
drilling permit, and drilling pro-
gram apply to more than one well?

(a) Your operations plan and drilling
program can sometimes be combined to
cover several wells, but your drilling
permit cannot. To include more than
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one well in your operations plan, give
us adequate information for all well
sites, and we will combine your plan to
cover those well sites that are in areas
of similar geology and environment.

(b) Your drilling program may also
apply to more than one well, provided
you will drill the wells in the same
manner, and you expect to encounter
similar geologic and reservoir condi-
tions.

(c) You must submit a separate geo-
thermal drilling permit application for
each well.

§3261.17 How do I amend my oper-
ations plan or drilling permit?

(a) If BLM has not yet approved your
operations plan or drilling permit, send
us your amended plan and completed
and signed permit application.

(b) To amend an approved operations
plan or drilling permit, submit a com-
pleted and signed Sundry Notice de-
scribing your proposed change. Do not
start any amended operations until
after BLM approves your drilling per-
mit or Sundry Notice.

§3261.18 Do I need to file a bond with
BLM before I build a well pad or
drill a well?

Before starting any operation, you
must:

(a) File with BLM